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IN THE COURT OP APPEALS 
STATE OP UTAH 
JERRY GRANDSON, 
Petitioner-
Appellant , 
-vs-
SUZANNE DANDOY, in her capacity 
as Executive Director of the 
Utah Department of Health, 
Respondent-
Appellee* 
NO. 870099-CA 
Category No. 14(a) 
JURISDICTIONAL STATEMENT 
This is an appeal from a decision rendered by the 
Seventh Judicial District Court on a Petition For Review of a 
Final Determination made by the Director of the Utah Department 
of Health on a medicaid application. The Court of Appeals has 
jurisdiction over this appeal pursuant to Utah Code Ann. § 7 8-2a-
3(2)(a) (1982) (Addendum 1). 
STATEMENT OF ISSUES PRESENTED ON APPEAL 
1. Whether federal and state statutes and regulations 
authorize the Utah Medicaid program to consider the income of all 
co-resident siblings in determining eligibility for state medical 
assistance. 
2. Whether S 2640 of DEFRA 1984 removes the bar to the 
deeming of representative payee income in Medicaid cases. 
STATEMENT OF THE CASE 
1. MEDICAID PROGRAM: Statutory and Regulatory 
Background. 
Title XIX of the Social Security Act, 42 U.S.C. S 1396, 
et seq., provides for the establishment of a cooperative federal-
state program, commonly called "Medicaid," to provide payments 
for "necessary medical services" rendered to certain "needy 
individuals whose income and resources are insufficient to meet 
the costs of these services." 42 U.S.C S 1396 (Addendum 2,5); 
Schveiker v. Hogan, 457 U.S. 569, 102 S.Ct. 2597 (1982); 
Schweiker_y^_Gray_Panthers, 453 U.S. 34, 101 S.Ct. 2633 (1981). 
States are not required to institute and administer a Medicaid 
program, but if they choose to do so, the federal government will 
reimburse them for a portion of the costs incurred in providing 
certain types of medical care and services to needy persons who 
are qualified recipients. 42 U. S.C. § 1396b (Addendums 2); 42 
C. F.R. S 447 (Addendum 3), et_sec[. States who choose to 
participate in the program "must comply with the requirements 
imposed both by the Act itself and by the Secretary of the 
Department of Health and Human Services." Schweiker v. Gray 
Panthers, 453 U.S. at 37, 101 S.Ct. at 2636. 
Participating states must cover as "categorically 
needy" all who qualify under the Aid to Families with Dependent 
Children (AFDC) program of Title VI-A and (subject to an 
exception) under the program of Supplemental Security Income for 
the Agedf Blind and Disabled (SSI) , T i t l e XVI of the Social 
Security Act , 42 U.S.C. §1381 et s ea . (Addendum 4 ) . 42 U.S.C. S 
1396 a (Addendum 5) . 
Jerry Grandson, p e t i t i o n e r , herein claims to qual i fy 
for Medicaid bene f i t s pursuant t o the AFDC prov i s ions . In such 
instances the law requires t h a t : 
In determining e l i g i b i l i t y for f a m i l i e s 
and ch i ldren , a Medicaid agency must apply 
the f inanc ia l e l i g i b i l i t y requirements of the 
S t a t e ' s AFDC plan. 
42 C.F.R. S 435.711 (emphasis added) (Addendum 6 ) . 
Federal s tatutory law requires that a S t a t e 1 s AFDC plan 
must provide tha t , in making an e l i g i b i l i t y determination with 
respect to a dependent c h i l d , the State agency s h a l l inc lude: 
(A) any parent of such c h i l d , and 
(B) any brother or s i s t e r of such 
c h i l d , i f such brother or s i s t e r meets the 
condit ions described in c lauses (a) and (2) 
of s ec t i on 406(a)* , i f such parent, brother 
or s i s t e r i s l i v i n g in the same home as the 
dependent c h i l d , and any income of or 
ava i lab le for such parent, brother, or s i s t e r 
sha l l be included in making such 
determination and applying such paragraph 
with respect to the family (notwithstanding 
s e c t i o n 2 0 5 ( j ) , in the case of bene f i t s 
provided under T i t l e I I ) . 
1 The referenced s e c t i o n 406(a) def ines the term "dependent 
ch i ld" to be a needy ch i ld who has been deprived of parental 
support, l i v e s with cer ta in s p e c i f i e d r e l a t i v e s and i s under age 
18 or under age 19 for cer ta in f u l l time s tudents . Codified at 
42 USCS S 606(a) (Addendum 8 ) . 
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42 USCS S 602(a)(38) (Addendum 7 ) . D e f i c i t Reduction Act of 1984 
and here inafter referred to as s e c t i o n 2640 of DEFRA. 
To further c l a r i f y , the federal p o s i t i o n , the 
Department of Health and Human Services (HHS) sent Regional 
Ident i ca l l e t t e r #85-61 (Addendum 9) dated July 25 , 1985 to a l l 
Medicaid State agenc ie s . That l e t t e r s t a t e s in part: 
. . . [ R e g u l a t i o n s at 42 CFR 435.711 
require that the f inanc ia l requirements and 
methodologies of the S t a t e ' s T i t l e IV-A plan 
be used to determine e l i g i b i l i t y for AFDC-
re la ted c a t e g o r i c a l l y needy. S imi lar ly , 
Sect ion 1902 (a)(10) (c) of the Act requires 
the AFDC f inanc ia l methodologies t o be 
employed in determining e l i g i b i l i t y for AFDC-
re la ted medical ly needy persons. 
Consideration of a c h i l d ' s and a 
s i b l i n g ' s income when a member of the 
a s s i s t a n c e unit [appl ies for medicaid] i s not 
in c o n f l i c t with Sect ion 1902(a)(17) or any 
other T i t l e XIX s tatutory prov i s ion . 
. . . As Sect ion 2640 of DRA i s 
interpreted by the AFDC program, t h i s 
provis ion merely s p e c i f i e s who must apply for 
a s s i s t a n c e . It does not change the income 
determination methodology, which has always 
taken i n t o account the income and needs of 
a l l members of the f i l l i n g unit in 
determining the e l i g i b i l i t y of the un i t . 
Thus, the s i b l i n g ' s income i s considered in 
determining h i s or her own e l i g i b i l i t y as 
part of a unit and the s i b l i n g s are not 
considered "f inanc ia l ly responsible" for each 
other as that term i s used in the context of 
Sect ion 1902 (a)(17) (D). Under t h i s 
i n t e r p r e t a t i o n , Sect ion 1902(a)(17)(D) does 
not prohibi t the app l i ca t ion of t h i s 
requirement. Furthermore, Section 
1902(a) (10) (C) of the a c t and 42 CFR 435.711 
require t h i s f inanc ia l methodology of the 
AFDC program to be appl ied in determining 
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e l i g i b i l i t y for the AFDC-related 
ca tegor ica l ly needy and medically needy. 
Thus, the federal i n t e rp re t a t i on of the standard f i l i n g 
uni t was made clear to the s t a t e s and Utah i s bound by tha t 
i n t e r p r e t a t i o n . 
2 . AGENCY ACTION 
I t was with t h i s background t h a t the D i s t r i c t VII (B) 
Office of Community Operations evaluated Je r ry Grandson's 
appl ica t ion for medicaid. Jerry Grandson l i v e s in a household 
with h i s mother and three s i s t e r s . Each chi ld receives Social 
Security Survivor benef i t s and the t o t a l income of the children 
in the family t o t a l s $1,432.00 a month. This amount exceeds the 
basic maintenance standard (BMS) for a household of f ive by 
$766.00 a month. Consequently, Je r ry Grandson's Medicaid 
appl ica t ion was denied unless the family uni t paid the $766.00 
excess . Jer ry Grandson incurred over $30,000.00 in medical 
expenses in June 1985 as a r e s u l t of a gun shot wound. He 
declined to pay the $766.00 BMS excess, however, which would have 
then bought him Medicaid coverage for a l l of June 1985 medical 
expenses. 
Jerry Grandson requested a f a i r hearing to review the 
agency act ion on h i s app l ica t ion . The hearing was conducted by 
wr i t t en b r i e f s and l e t t e r s and on December 20, 1985, the hearing 
off icer recommended to the executive d i rec tor of the Department 
of Health tha t the D i s t r i c t Office decision be sustained. 
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Suzanne Dandoy, Executive Director of the Department of Health, 
adopted t h i s recommended dec i s ion in her f i n a l determination 
dated March 14 f 1986. 
On May 30 , 1986, Jerry Grandson f i l e d a P e t i t i o n For 
Review in the Seventh Jud ic ia l D i s t r i c t Court. On February 23 , 
1987 the D i s t r i c t Court entered a Memorandum Decision holding 
that the execut ive d irector did not act capr ic ious ly by denying 
Jerry Grandson Medicaid e l i g i b i l i t y . The court reviewed the 
meraorandum submitted and the appl icable laws and regulat ions and 
concluded that the d i r e c t o r ' s conclusion i s not contrary to those 
laws and r e g u l a t i o n s . 
Jerry Grandson filed his Notice of Appeal to this court 
on March 23, 1987. 
SUMMARY OF ARGUMENT 
Jerry Grandson, a minor child, applied for Medicaid 
benefits under Title XIX of the Social Security Act. He was 
denied Medicaid coverage because the total income for the family 
exceeded the basis maintenance standard (BMS) which governs 
eligibility. Mr. Grandson has challenged the calculation of his 
eligibility because the income of his co-resident siblings was 
included to determine his eligibility. 
Section 1902(a) (10) of the Medicaid statute and 
attendant regulations clearly require that in determining 
Medicaid eligibility for families and children the financial 
eligibility requirements of the States AFDC plan must be applied. 
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Section 2640 of DEFRA is an AFDC financial eligibility 
requirement which requires the counting of income of parents and 
all minor children in one filing unit. A minor child can not 
file separately but must file as part of an AFDC filing unit. 
Although a very strict construction of subsection 17(D) 
of the 1965 Medicaid Act says that states should not take into 
account the financial responsibility of any individual for the 
applicant except the spouse or child who is under 21r the 
Congressional record shows that Subsection 17(D) was not intended 
to prevent the inclusion of all members of a nuclear family 
household from being considered as one filing unit when 
determining eligibility. 
Furthermore, Subsection 17(B) of the same statute 
granted authority to the Secretary of the U.S. Department of 
Health and Human Services (hereinafter "Secretary") to determine 
when income was considered "available" for eligibility 
determination purposes. The Secretary has informed the all 
states and specificallyr Utah Department of Health that the 
income of parents and minor children living together should be 
counted as "available" to that filing unit. This direction is 
not only within the Secretary's authority but also mandated by 
Congress. The Secretary's determination is also entitled to 
great deference if not legislative effect. 
-7-
The 1984 Congress was aware that Medicaid eligibility 
is governed by AFDC financial eligibility requirements and 
intended to impact both programs by amending those requirements 
with the DEFRA provisions. Though this retargeting of scarce 
public resources results in some individualsf including Jerry 
Grandsonf being ineligible to receive Medicaid benefits without 
paying the BMS excess, others that were previously ineligible 
will now be eligible, and a net increase in those eligible for 
Medicaid is expected. This "retargeting" is clearly within the 
authority of Congress. 
In addition, Section 2640 DEFRA removes the bar 
prohibiting Social Security benefits which are paid to a 
representative payee from being counted as available to the AFDC 
unit. Because Medicaid eligibility is tied to the AFDC filing 
unit, the bar is also removed for calculating Medicaid 
eligibility. 
The issues in this case have been carefully considered 
by a hearing office for the Department of Health and his decision 
was affirmed by the Executive Director. In addition. Judge 
Bunnell of the the 7th District reviewed the Final Determination 
pursuant to Utah Code Ann. S 26-23-2 (1953) and affirmed the 
decision because he found that the final determination was not 
capricious and supported by the evidence. 
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ARGUMENT 
POINT I 
SECTION 1 7 ( D ) f THE MEDICAID FINANCIAL 
RESPONSIBILITY PROVISION, WAS NOT INTENDED TO 
PREVENT CONSIDERATION OP INCOME OF ALL MEMBERS OF 
A NUCLEAR FAMILY HOUSEHOLD IN DETERMINING MEDICAID 
ELIGIBILITY. 
J e r r y Grandson argues t h a t DEFRA S e c t i o n 2640(a ) , as 
s e t forth above should not apply to Medicaid e l i g i b i l i t y 
determinations because of a provis ion in the Medicaid s t a t u t e 
which provides that a s t a t e Medicaid plan must inc lude reasonable 
standards for determining e l i g i b i l i t y which 
do not take i n t o account the f inanc ia l 
r e s p o n s i b i l i t y of any individual for any 
appl icant or rec ip i en t of a s s i s tance under 
the plan unless such applicant or rec ip ient 
i s such i n d i v i d u a l ' s spouse or such 
i n d i v i d u a l ' s ch i ld who i s under 21 . • • 
42 U.S.C. S 1396a(a) (17) (D) (Addendum 5 ) . (Hereafter referred to 
as "Section 17(D)")• 
Pet i t ioner a l so c i t e s the regulat ion promulgated 
pursuant to that provis ion which r e i t e r a t e s that proh ib i t ion . 
In order to properly interpret Sect ion 17(D) i t i s 
necessary to understand why i t became part of the Medicaid 
s t a t u t e passed by Congress in 1965. For the f i r s t time in 1960 
Congress enacted federal medical a s s i s t a n c e l e g i s l a t i o n f Pub. L. 
86-778 r which became commonly known as the "Kerr-Mills" program. 
Kerr-Mills made federal matching grants ava i lab le to s t a t e s which 
chose to develop a medical a s s i s tance program for needy e lder ly 
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persons who could not afford necessary medical care . By the time 
of Congress1 a c t ion on the Soc ia l Security Amendments of 1965 
which included Medicaid f the proponents of that l e g i s l a t i o n (and 
even many of i t s opponents) agreed that a more e f f e c t i v e medical 
a s s i s t a n c e program was needed than Kerr-Mills had shown i t s e l f to 
be. T i t l e XIX, or Medicaid, was e s tab l i shed "to provide a more 
e f f e c t i v e Kerr-Mills medical a s s i s tance program for the aged and 
to extend i t s prov i s ions to addi t ional needy persons . . . " H.R. 
Rep. No. 213 , 89th Cong., 1 s t Ses s . 9 , 63-64 (March 2 9 , 1965) 
(Addendum 1 1 ) . 
One of the major problems with Kerr-Mills was that 
several s t a t e s had passed f i n a n c i a l r e s p o n s i b i l i t y laws that 
placed f i n a n c i a l r e s p o n s i b i l i t i e s for the care , including medical 
care , of needy e lder ly persons upon r e l a t i v e s such as brothers , 
s i s t e r s , chi ldren and grandchildren. Hence, i f an e l d e r l y person 
was in need of medical care for which he was not able to pay, he 
was required t o f i r s t turn t o h i s r e l a t i v e s for a s s i s t a n c e . 
Because Kerr-Mills was a program for the e l d e r l y , the r e l a t i v e s 
were, almost without except ion , adults who had t h e i r own 
households to maintain. Rather than placing an addi t ional burden 
on t h e i r r e l a t i v e s or fac ing the humil iat ion of c a l l i n g on them 
for he lp , many of the needy e lder ly chose to forego needed 
medical care . For those needy e lder ly who did rece ive a s s i s t a n c e 
under Kerr-Mills the burden on family members was often extreme. 
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Additionallyr in cases where emergency care was rendered to the 
needyr hospital collection departments sought satisfaction from 
the relatives listed in the particular statute. 
Senator McNaroara1s Subcommittee on Health of the 
Elderly had reported in 1963: 
The aged applicant filing for MAA [Medical 
Assistance for the Aged] in a State which utilizes 
family responsibility provisionsf thereby, in 
effect, may subject members of his family to a 
means test — apart from himself. 
In all probability, no other condition 
attached to application for MAA is as upsetting as 
the requirement that relatives be investigated and 
interviewed to determine their ability to 
contribute toward the health expenses of the 
applicant for MAA. It is not that families are 
unwilling to take care of their own. Relatives of 
the applicant may have already been paying a 
substantial part of the living expenses of their 
older relative(s). In some instances, MAA help is 
requested because the applicant knows that the 
finances of his family are already under heavy 
strain. When the older person learns that 
additional financial aid may be demanded on his 
family, frequently at what he knows will mean 
severe hardship, he may well and very often does, 
withdraw or refuse to make application and let his 
health needs go unmet. 
"Medical Assistance for the Aged, the Kerr-Mills Program 1960 -
1963, " Report by the Subcommittee on Health of the Elderly to 
the Special Committee on Aging (Committee Print 1963) , at 31 
(Addendum 12). The subcommittee also noted the heavy 
administrative costs, in which the federal government 
participated in pursuing collection of the hospital bills from 
legally responsible relatives. Jd. at 32. As a result, the sub-
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committee concluded that "a rather persuasive case has been made 
for congressional consideration of an amendment to the Kerr-Mills 
Act which would confine the application of family responsibility 
provision, in those states using such provisions, to the 
applicant and/or his spouse." Id. at 32-33 (emphasis added). 
When the Medicaid bill was debated upon the floor of 
the House, members consistently reiterated that the "financial 
responsibility" limitation on considering income from relatives, 
as well as the entire program of Medicare and Medicaid, was 
intended to preclude states shifting the financial burden of 
helping the elderly poor to their adult children who had families 
of their own to support. See , e±g±, 111 Cong. Rec. H7 201 et. 
seq. daily ed. April 7, 1965 (Addendum 13). 
For example, Congressman Secrest indicated that under 
the expanded Kerr-Mills each "indigent old person will be judged 
by his own resources. The income of his children will no longer 
bar him from benefits." Id. at H7244. 
The House Ways and Means Committee report to the House 
indicated: 
Your committee has heard of hardship on 
cer ta in ind iv idua l s by requiring them to provide 
support and t o pay for the medical care needed by 
r e l a t i v e s . Your committee b e l i e v e s i t i s proper 
to expect spouses t o support each other and 
parents to be held accountable for the support of 
t h e i r minor ch i ldren . . . Such requirements for 
support may reasonably include the payment by such 
r e l a t i v e , i f ab le , for medical care . Beyond such 
degree^of r e l a t i o n s h i p , however, requirernents 
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imposed [by some states under Kerr-Mills] are 
often destructive and harmful to the relationship 
among members of the family group. Thus, States, 
may not include in their plans provisions for 
requiring contributions from relatives other than 
a spouse or the parent of a minor child • . . Any 
contributions actually made by relatives or 
friends, or from other sources will be taken into 
account by the State in determining whether the 
individual applying for medical assistance isr in 
fact, in need of such assistance. 
H.R. Rep. No. 213 89th Cong. 1st Sess. p. 68, March 29, 1965 
(Addendum 11). 
Similar comments were made when the bill came before 
the Senate. 
From the foregoing it is clear that Section 17(D) was 
intended to lift the burden of medical care expenses from adult 
relatives, and that the Congress intended that those beyond the 
degree of relationship of spouse or of parents and minor children 
should not be called upon to expend their resources to satisfy 
that burden before a needy person could qualify for Medicaid. 
There is no indication that Congress ever considered the income 
of minor children. 
POINT II 
THE SECRETARY'S DIRECTIVE THAT THE INCOME OF ALL 
MEMBERS OF THE HOUSEHOLD FILING DNIT SHOULD BE 
CONSIDERED TO BE •AVAILABLE* FOR MEDICAID 
ELIGIBILITY PURPOSES WAS WITHIN THE BOUNDS OF HER 
AUTHORITY AND IN ACCORD WITH APPLICABLE LAW. 
In t h e a b o v e - c i t e d r e p o r t t h e House Ways and Means 
Committee s e t f o r t h a f u r t h e r reason f o r not c o u n t i n g a s s e t s of 
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relatives who are beyond the degree of spouse or of parent to 
minor child. At p. 67 of that report the Committee indicated: 
. • • These provisions are designed so that the 
States will not assume the availability of income 
which may not, in fact, be available. Examples of 
income assumed include support orders from absent 
fathers, which have not been paid[f] or 
contributions from relatives whichare not in 
reality received by the needy individual. . . 
P. 67 (Emphasis added.) 
Realizing the Congressional concern of not counting 
income which may not, in fact, be "available" it is significant 
to note that Congress placed the responsibility of determining 
when income and resources are to be considered "available" upon 
the Secretary of the U.S. Department of Health and Human 
Services. Section 1902(a)(17)(B) enacted in 1965 as a part of 
the same Title XIX Medicaid Section upon which Petitioner relies 
(i.e. 17(D)), explicitly authorizes that "such income and 
resources as are, as determined in accordance with standards 
prescribed by the Secretaryy available to the applicant or 
recipient" shall be taken into account in determining Medicaid 
eligibility. Section 1902(a)(17)(B) of the Social Security 
Act — now codified as 42 U. S.C. 1396a (a) (17) (B) , and hereafter 
referred to as "17(B)". 
In relation to the Secretary's authority to determine 
when income and resources are "available" the Supreme Court has 
stated: 
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The Social Security Act is among the 
most intricate ever drafted by Congress. Its 
Byzantine construction . . . makes the Act 
"almost unintelligible to the uninitiated." 
[citation omitted] Perhaps appreciating the 
complexity of what it had wroughtr Congress 
conferred on the Secretary exceptionally 
broad authority to prescribe standards for 
applying certain sections of this Act. . . 
In view of [the] explicit delegation of 
substantive authority [to prescribe standards 
under section 1902(a)(17)(B)], the 
Secretary1s definition of the term 
"available* is "entitled to more than mere 
deference or weight." [citing Batterton v._ 
Francis]. Rather, the Secretary's definition 
is entitled to "legislative effect" because, 
"Ii]n a situation of this kind. Congress 
entrusts to the Secretary, rather than to the 
courts, the primary responsibility for 
interpreting the statutory term." 
Schweiker y. Gray Panthers, 101 S.Ct. at 2640. The Gray Panthers 
court declared that, unless the Secretary exceeded her statutory 
authority or is arbitrary and capricious, her promulgation of 
standards with respect to section 17(B) must be upheld. Here, 
the Medicaid standard as interpreted by the Secretary is that 
income available to any member of the public assistance filing 
unit is "available" for purposes of section 17(B). 
In the present case, not only has the Secretary 
determined that the income and resources of brothers and sisters 
of a dependent child who live in the same household should be 
counted as "available"; the Congress itself has also expressed 
that intention. After proposing DEFRA S2640 which effected that 
intent, the Senate Finance Committee explained that provision as 
follows: 
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This change . . . will ensure that the 
income of family members who live together 
and share expenses is recognized and counted 
as available to the family as a whole, 
S. Rep. No. 300, 98th Cong., 2d Sess. 165 (1983) (emphasis added) 
(Addendum 14); Senate Committee Print 98-169, Vol. I, "Deficit 
Reduction Act of 1984f Explanation of Provisions Approved by the 
Committee on March 21, 1984" (Senate Committee on Finance, April 
2, 1984)f at pp. 980-981. 
Thus Congress concluded that the income of those family 
members living together and sharing expenses should be counted as 
available in assessing the financial condition of that family 
unit. Congress recognized the reality that the income of a 
particular sibling member of that family unit is used by the head 
of household for necessities, many of which are of direct benefit 
to all members of the family unit, including important 
contributions to the shelter cost of rent, food costs, utility 
costs and other household expenses. The sibling with income 
lives with the family and receives the benefit of his income in 
the family household. In addition, the sibling with income does 
not merely contribute such income to the unit, but becomes an 
added member of the unit for purposes of determining its level of 
need based upon family size. Thus, the sibling child brings with 
him or her into the unit both his or her income and resources and 
his or her needs which must be met. Congress directed that 
states should assess both for all mandated members of the filing 
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unit, parent, child and siblings, as a realistic family 
household. 
Therefore, the decision of the Utah Department of 
Health that the income of Jerry Grandson's sisters who reside in 
the same household should be considered to be "available" for 
Medicaid eligibility determination purposes was in accord with 
the mandate of the Secretary. The Secretary's mandate was 
pursuant to a power that was specifically authorized, and a duty 
that was specifically assigned, by Congress. The Supreme Court 
has indicated that the Secretary's determination as to 
availability is entitled to legislative effect. Furthermore the 
Secretary's determination relative to the instant case can hardly 
be considered beyond her statutory authority since it is exactly 
what Congress itself has required. Hence the Final Determination 
of the Executive Director is not capricious and the 7th District 
correctly affirmed her decision. 
POINT III 
THE DEFRA PROVISION WAS INTENDED TO AFFECT 
MEDICAID ELIGIBILITY DETERMINATIONS. 
Petitioner argues that the DEFRA provision set forth 
above applies only to AFDC eligibility determination and not to 
Medicaid. Section 1902(a)(10) of the Medicaid Act and the 
regulations enacted pursuant to it require that the eligibility 
of the Medicaid categorically needy be determined by application 
of the financial_eligibi1ity_reguirements of AFDC. Section 
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1902(a)(17)(B) requires that income available to a Medicaid 
claimant, as determined under standards prescribed by the 
Secretary, be counted in determining eligibility for Medicaid. 
The DEFRA provision provides that the financial 
eligibility of a child for AFDC whose siblings are dependent 
children living in the same home must be determined by including 
the parent and such siblings of the child in the public 
assistance filing unit and considering as available the income of 
each members of the household unit. 
To argue that DEFRA does not apply to Medicaid is to 
argue that either Congress is oblivious to the interrelation of 
AFDC and Medicaid or that Congress, being fully aware of the 
requirement that Medicaid eligibility is determined using AFDC 
eligibility standards, enacted a provision amending those AFDC 
standard and without mentioning that the amendment was not 
intended to affect Medicaid, yet somehow assumed that such would 
be the case. 
A brief look at the legislative history will show that 
neither was the case. In 1965 Congress passed many of the 
President's "Great Society" programs which had an expansive 
perspective. Congress enacted the above referenced subsections 
17(B) and 17 (D) of Medicaid to preclude states from limiting 
Medicaid public assistance by considering income that was not 
"available" to claimants or by assuming the financial 
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responsibility of persons outside the filing unit other than a 
spouse or parent of a child. (As mentioned above, the power to 
determine what was "available" was granted to the Secretary 
rather than to the states). In 1984, however. Congress had a 
deficit-conscious perspective which sought substantial cuts in 
federal spending on domestic programs and retargeting scarce 
public resources. 
The 1984 attempts to bring the deficit under control 
were preceded by earlier attempts. In 1981 Congress passed the 
Omnibus Budget Reconciliation Act (OBRA) and in 1982 the Tax 
Equity and Fiscal Responsibility Act P.L. 97-24B (TEFRA). In 
explaining savings effected under OBRA the Secretary indicated: 
These savings arise primarily from 
retargeting scarce resources on [those] most 
in need and restricting eligibility to the 
truly needy. 
47 Fed. Reg. at 5648 (1982) (emphasis added) (Addendum 15). 
This is precisely the retargeting of scarce public 
resources to those poor families most in need which Congress 
explicitly intended with its 1984 DEFRA program improvements. 
When introducing the Senate Finance Committee amendment. Senator 
Dole explained that the bill's health program proposals reflected 
"the committee's concern for directing spending to where it is 
most needed, including modest increases where appropriate." 130 
Cong. Rec. S4097, S4099 (April 9 1984) (emphasis added) (Addendum 
16) . 
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Prior to 1984/ there was no requirement that all co-
resident family members be included in the filing unit for AFDC 
purposes. A family applying for AFDC assistance could therefore 
exclude from the filing unit those family members with income 
that, if counted in the overall family income, would reduce or 
terminate the amount of the family's AFDC benefits. In 
anticipation of the prospective receipt of additional income 
(such as Social Security benefits), a family member could also be 
selectively, voluntarily removed from the AFDC rolls at any time. 
Thus many who were not those most in need were able to qualify 
for AFDC and thus for Medicaid. 
It is precisely that problem that Congress sought to 
correct by enacting Section 2640 of DEFRA, as is indicated by the 
following excerpt from the House Conference Report: 
Present Law 
There is no requirement in present law 
that parents and all siblings be included in 
the AFDC filing unit. Families applying for 
assistance may exclude from the filing unit 
certain family members who have income which 
might reduce the family benefit. 
Senate Amendment 
Require States to include in the filing 
unit the parents and all minor siblings 
living with a dependent child who applies for 
or receives AFDC. 
Conference Agreement 
The conference agreement follows the 
Senate amendment • • • • 
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House Conference Report No. 98-861, 98th Cong.r 2d Sess. 1407 
(June 23, 1984) (Addendum 17), reprinted in 1984 U.S. Code Cong, 
and Admin. News, Pamphlet 6B, at 751, 1401. 
That "filing unit" provision was proposed as part of 
the Senate Finance Committee amendment, which formed the primary 
basis of the Senate's position in conference with the house. 
The Committee explanation of the provision included 
estimated cost savings under the AFDC program of $455 million for 
fiscal years 1984-1987. Senate Committee Print 98-169 at p. 981 
(See Addendum 14). This estimate was taken from the 
Congressional Budget Office (CBO) report to the committee, dated 
March 30, 1984, which indicated that amount of savings for those 
years. Jd., at pp. 1007-09, particularly 1008. See Addendum, 
Item 18. The CBO also reported that the AFDC filing unit 
provision would result in increased costs under the Medicaid 
program for the federal government, although the balance between 
the financial impact in AFDC and in Medicaid would be a 
significant savings to the federal government. Id. at p. 1008. 
In addition, concerning estimated costs to state and local 
governments, the CBO stated: 
Changing the AFDC filing unit would 
result in state savings in AFDC and state 
costs in Medicaid. 
Id., p. 1009. 
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The reason for the anticipated cost increase in 
Medicaid was that there would be more claimants eligible after 
enactment of the DEFRA filing unit provision. Prior to DEFRA 
when a sibling was not included in the AFDC unitr he was 
generally not a claimant for Medicaid either. After DEFRAf it 
could be anticipated that the addition of the sibling to the 
public assistance unit would mean potential new claims for 
Medicaid as well. In some casesr the income of the added sibling 
would result in a lower AFDC benefit for the householdf but they 
would still remain eligible for AFDC and, therefore, all, 
including the newly added siblingf would be eligible as 
categorically needy Medicaid claimants. Thus the DEFRA family 
filing unit provision would have precisely that "retargeting of 
scarce resources to those most in need" effect that was intended 
by Congress and it would affect both the AFDC and Medicaid. 
It should not be granting too much deference to 
Congress to presume that at least the committees that dealt with 
Health and Human Services issues, if not the whole Congress, 
understood the very basics of the dependence of Medicaid 
eligibility on AFDC financial requirements. The legislative 
history of § 2640 of DEFRA is replete with references to the 
impact that changing the AFDC filing unit would have on Medicaid 
eligibility. One finance committee report states: 
Impact of changes in other program -
The Administration budget is proposing a 
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number of changes in AFDC which will reduce 
AFDC caseloads. Since medicaid eligibility 
is linked to eligibility for AFDC, medicaid 
savings are also anticipated • . • . The 
Administration estimates reductions in 
outlays for fiscal year 1984 of $93 million 
due to AFDC changes, 
S.PRT. 98-13, Senate Committee on Finance, 98th Cong., 1st Sess, 
Data and Materials for the Fiscal Year Finance Committee Report 
Under the Congressional Budget Act. at p. 76 (Addendum 19). 
Hence it was known by the Congress that Medicaid 
eligibility is governed by AFDC financial eligibility 
requirements and that by changing the AFDC financial eligibility 
requirements by enacting the DEFRA filing unit provision, that a 
change would also result in the Medicaid program. Indeed that 
was the intent in an effort to retarget the use of scarce 
resources to those most in need. 
In the present case, the Department of Health was 
therefore justified in applying the DEFRA requirements to Jerry 
Grandson's eligibility determination. The Executive Director's 
ruling upholding that determination was therefore not capricious, 
and Judge Bunnell's review of that determination found that the 
Director was not acting capriciously. 
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POINT IV 
DEFRA SPECIFICALLY REMOVES THE BAR TO 
CONSIDERING SOCIAL SECURITY BENEFITS WHICH 
ARE PAID TO A REPRESENTATIVE PAYEE AS 
AVAILABLE TO THE AFDC FILING UNIT. 
Jerry Grandson argues that Title II survivors benefits, 
such as those paid to his sisters, can be paid to a 
representative payee but that the payee is compelled to allocate 
the payments for the sole use and benefit of the beneficiary and 
that they are therefore not "available" and should not be 
counted. Petitioner cites 42 U.S.C. S 405(j), (which was 
originally designated as section 205(j) of Title II) in support 
of this contention, 42 U.S.C. S 602, however, provides that in 
determining the eligibility of an individual the state agency 
shall include: 
(A) any parent of such child, and 
(b) any brother or sister of such 
child, if such brother or sister meets the 
conditions described in clauses (1) and (2) 
of section 406(a) [42 USCS § 606(a)], if such 
parent, brother, or sister is living in the 
same home as the dependent child, and any 
income of or available for such parent, 
brother, or sister shall be included in 
making such determination and applying such 
paragraph with respect to the family 
(notwi^stan^na^sec^on^iOMilJi^^iJSCS^i 
405jj) j_t_the case of benefits provided under 
title II [42 USCS § § 401 etseq.li ); 
42 USCS S 602(a) (38) (emphasis added) (Addendum 7). 
Most all courts which have examined DEFRA S 2640 have 
held that the express statutory language of this section removes 
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the bar to the deeming of representative payee income in AFDC 
cases. Ardister v. Mansour, 627 F.Supp. 641 (W.D. Mich. 1986); 
Whitehorse v. Heckler, 809 F.2d 529 (8th Cir. 1987); Showgrs_yA 
Cohen, 645 F.Supp. 217 (M.D. Pa. 1986); Gorrie v. Bowen, 809 F.2d 
508 (8th Cir. 1987). 
Because the Medicaid agency must apply the f inanc ia l 
e l i g i b i l i t y requirements of the AFDC program 42 C.F.R. S 435.711 
(Addendum 6 ) 9 the removal of t h i s bar l o g i c a l l y extends to the 
Medicaid program as w e l l . 
POINT V 
THE SECRETARY'S CONTEMPORANEOUS CONSTRUCTION 
OF A NEW PROVISION IN A COMPLICATED STATUTE 
SHE IS CHARGED WITH ADMINISTERING, IF 
REASONABLE AND CONSISTENT WITH THE STATUTE, 
IS ENTITLED TO GREAT DEFERENCE. 
The principle is well settled that, where there is some 
ambiguity in interpreting a statute, the interpretation of the 
agency charged with administering it is entitled to great 
deference. The Supreme Court has admonished that a reviewing 
court must 
[show] great deference to the 
in terpre ta t ion given the s t a t u t e by the 
o f f i c e r s or agency charged with i t s 
adminis trat ion. "To sus ta in the Commission's 
app l i ca t ion of the s tatutory terms, we_need 
not f ind that i t s c o n s t r u c t i o n ' s the only 
reasonable one/ or even that i t i s , , the^resu l t 
we would have reached had the quest ion ar i sen 
in the f i r s t instance in j u d i c i a l proceedings 
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"Particularly is this respect due when 
the administrative practice at stake 
'involves a contemporaneous construction of a 
statute by the men charged with the 
responsibility of setting its machinery in 
motion; of making the parts work efficiently 
and smoothly while they are yet untried and 
new.'" 
Udall y. Talman, 380 U.S. 1, 16, 85 S.Ct. 792
 f 801 (1965) 
(emphasis added). In interpreting the Medicaid provisions of the 
Social Security Actf the Supreme Court has specifically found 
that Congress has entrusted the Secretary with an exceptionally 
broad delegation of authority to define its terms. As previously 
noted in Schwieker v.. Gray Panthers, 453 U.S. 34 (1981), the 
Court found the Secretary's definition of the term "available" is 
entitled to 'legislative effect' because 'Ii]n a situation of 
this kind, Congress entrusts to the Secretary, rather than to the 
courts, the primary responsibility for interpreting the statutory 
term. Id. at 44 (citations omitted). See also Schweiker v. 
Hosan, 457 U.S. 569, 102 S.Ct. 2597, 2609 (1982) (Medicaid); Blum 
v^Bacon, 457 U.S. 132, 141-142, 102 S.Ct. 2355, 2361 (1982) 
(AFDC) ; Connecticut Dept. of Income Maint. v. Heckler, 471 U.S. 
524, 105 S.Ct. 2210 (1985) (Medicaid) (Citing Blum). 
This deference is all the more appropriate and decisive 
where the agency's interpretation is contemporaneous with the 
statute and where 
the administrators participated in 
drafting and directly made known their views 
to Congress in Committee hearings. 
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[ c i t a t i o n s omitted] In such circumstances, 
absent any i n d i c a t i o n that Congress d i f fered 
with the respons ib le department, a court 
should reso lve any ambiguity in favor of the 
administrat ive construct ion , i f such 
construct ion enhances the general purposes 
and p o l i c i e s underlying the l e g i s l a t i o n . 
Zuber v. A l l en , 396 U.S. 168, 90 S.Ct. 314, 327-328 (1969) . 
(Emphasis added). Both the Socia l Security Medicaid Amendment of 
1965 and the s i b l i n g provis ion and other amendments to AFDC in 
DEFRA of 1984 arose from l e g i s l a t i v e proposals developed by the 
re spec t ive Secre tar i e s of the U.S. Department of Health and Human 
Serv i ce s . See, for 1965, "Social Security Amendments of 1965: 
Summary and L e g i s l a t i v e History" by the Undersecretary of HEW and 
the Commissioner of Social Security (Addendum 2 1 ) , at p. 3 , 
concerning the introduct ion of H.R.I, the Administrat ion's 
proposals leading to the Socia l Security Amendments; and, for 
1984, the Secre tary ' s May 25 , 1983 l e t t e r to President of the 
Senate Bush, with attachments, including s e c t i o n 102, the 
d e f i n i t i o n of the family f i l i n g un i t , at p . 1-2 of s ec t ion-by-
s e c t i o n a n a l y s i s (Addendum 2 2 ) . 
The Zuber p r i n c i p l e of deference to the agency which 
par t i c ipa ted in draft ing and hearings has been confirmed 
c o n s i s t e n t l y . See United S ta tes y . Vogel F e r t i l i z i n g . C o . , 455 
U.S. 16 , 102 S.Ct. 821, 830-831 (1982); Central_Lincoin Peoples1 
U t i l i t y P i s t . v. Johnson, 686 F.2d 708, 710-711 (9th Cir. 1982); 
Frank DiehlFarms v. Sec'y of Labor, 697 F.2d 13236, 1329-1330 
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(11 th Cir. 1983); International Nutrition_y. thS. Dept. of Health 
and Human Services, 676 F.2d 338, 342 (8th Cir. 1982); Meade 
Township, et al. v, Andrus, et al. , 695 F.2d 1006, 1011 (6th Cir. 
1982) and Pfeiffer v. Essex Wire Corp. , 682 F.2d 684, 687 (7th 
Cir. 1982) (both citing Zuber with approval as to the weight of 
the congressional drafters1 report). 
The Executive Director does not contend that the 
rendering of the Secretary1s interpretation dispenses with the 
role of a federal court. The Court assuredly does have a role in 
evaluating her interpretation and deciding whether it is a 
reasonable one. However, if her interpretation is reasonable and 
consistent with the statutory purpose, the established standard 
of appropriate judicial deference does mean that the Court is not 
empowered to substitute its own judgment, or a plaintiff's 
judgment, as to the "better" reading of the law. 
Based upon the foregoing authority, the Secretary's 
interpretation of the interrelation between the AFDC and Medicaid 
statutes here is entitled to great weight and substantial 
deference, if not "legislative effect." As the experienced 
administrator delegated exceptionally broad authority by Congress 
to define the terms and implement the mandates of the Medicaid 
statute, the Secretary has taken a reasonable position which 
comfortably, smoothly accommodates both the older and the newer 
provisions of two very complex, interrelated statutes. 
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CONCLUSION 
For the foregoing reasons, we respectfully request this 
court to affirm the decision of the district court. 
DATED this Jun<s day of , 1987. 
BRIAN L. FARR / 0-^jL*-7' 
Assistant Attorney General 
REJTH LYBBERT RENLUN0 
Assistant Attorney General 
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Addendum 1 
7Ma-3 JUDICIAL CODE 
78-2a-3. Court of Appeals jurisdiction [Effective until Jan* 
uary 1, 1988]. 
(1) The Court of Appeals has jurisdiction to issue all extraordinary write 
and to issue all writs and process necessary to carry into effect its judgment*, 
orders, and decrees or in aid of its jurisdiction. 
(2) The Court of Appeals has appellate jurisdiction, including jurisdiction of 
interlocutory appeals, oven 
(a) the final orders and decrees of state and local agencies or appeals 
from the district court review of them, except the Public Service Commis-
sion, State Tax Commission, Board of State Lands, Board of Oil, Gas, and 
Mining, and the state engineer, notwithstanding any other provision of 
law; 
(b) appeals from the juvenile courts; 
(c) appeals from the circuit courts; 
(d) interlocutory appeals from any court of record in criminal eases 
except those involving a charge of a first degree or capital felony; 
(e) appeals from district court in criminal cases except those involving 
a conviction of a first or capital degree felony; 
(f) appeals from orders on petitions for extraordinary write involving a 
criminal conviction, except those involving a first degree or capital felony; 
(g) appeals from district court involving domestic relations cases in* 
eluding, but not limited to, divorce, annulment, property division, child 
custody, support and visitation, adoption, and paternity; and 
(h) cases transferred to the Court of Appeals from the Supreme Court. 
(3) The Court of Appeals, upon its own motion only and by the vote of four 
judges of the court, may certify to the Supreme Court for original appellate 
review and determination any matter over which the Court of Appeals has 
original appellate jurisdiction. 
Court of Appeals jurisdiction [Effective January 1, 
1988]. 
(1) The Court of Appeals has jurisdiction to issue all extraordinary writs 
and to issue all writs and process necessary to carry into effect its judgments, 
orders, and decrees or in aid of its jurisdiction. 
(2) The Court of Appeals has appellate jurisdiction, including jurisdiction of 
interlocutory appeals, oven 
(a) the final orders and decrees of state and local agencies or appeals 
from the district court review of them, except the Public Service Commis-
sion, State Tax Commission, Board of State Lands, Board of Oil, Gas, and 
Mining, and the state engineer, notwithstanding any other provision of 
Isw; 
(b) appeals from the juvenile courts; 
(c) appeals from the circuit courts; 
(d) interlocutory appeals from any court of record in criminal cases, 
except those involving a charge of a first degree or capital felony; 
(e) appeals from district court in criminal cases, except those involving 
a conviction of a first or captial degree felony; 
(f) appeals from orders on petitions for extraordinary writs involving a 
criminal conviction, except those involving s first degree or capital felony; 
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•tt) resulting from enactment of Fub. L t l-IM taat 
Tables volume) not been applicable to aueh todivtdu-
stvastso B o m tLtemu tea HATOOHO Finest tot 
Bom Soviets Warn If nrtpc STATE Licxustras fts-
WtnancBFTB A r m Just 10. l t t l 
Section »4(c> of Fub L #0-141 provided that: "Not-
withstanding am other provision of law, after June 
#0. lt*S. no Federal fund* anal) be paid to any But* aa 
Feo>r%J matching under title 1. X, XIV, XVI. or XIX 
Of the 6ociiJ Security Act Caubchapter 1. X, XTV. XVI, 
or XIX of thii chapter) for payment! made to any 
cursing home or on account of any nursing home aer-
vice* provided by auch nuninf home for any period 
durinf which such nursing home to determined not to 
meet fully all requirement* of the Sute for licensure 
aa a nursing home, eicept that the Secretary may pre-
scribe a reasonable period or period* of Ume during 
which a nuninf home which ha* formerly met auch 
requirement* wlii be eligible for paymenta which In-
clude Federal participation If during such period or 
period* auch home promptly Uses all neoaaaary atepa 
Io again meet auch requirementa." 
Disrajcr or Ootumu; F u n roe if»ieax aVsattrawcx 
Fub I» SO-SH. | I . Dae. 17. !#*7. SI Stat 944. pro-
elded. 
"That (a) the Commissioner of the District of Co-
lumbia Cnom Mayor] (hereafter In this Act (enacting 
thi* note and material act out aa a note under section 
13t5v of this title) referred to a* the 'Commissioner') 
may submit under title XIX of the Serial 6ecurity Act 
fthia subchapter) io the Secretary of Health. Educa-
tion, and Welfare (hereafter In this Act referred to as 
the 'Secretary') a plan for medical assistance (and any 
modifications of such plan) to enable the District of 
Columbia to receive Federal financial assistance under 
•uch title for a medical assistance program established 
by the Commissioner under such plan. 
*(bxi) Notwithstanding any other provision of law, 
the Commissioner may tafce auch action as may be 
necessary to submit such plan to the Secretary and to 
aaublish and carry out auch medical assistance pro-
gram, eicept that In prescribing the standard* for de-
termining eligibility for and the eitent of medical as-
sistance under the District of Columbia's plan for 
awedical assistance, the Commissioner may not (eicept 
Io the eitent required by UUe XIX of the Soda) Secu-
rity Act) (thi* subchapter)— 
-(A) prescribe maximum Income levels for recipi-
ents of medical assistance under auch plan which 
exceed (1) the UUe XIX maximum Income levels If 
ouch levels are In effect, or (11) the Commissioner's 
isilmvim Income levels for the local medical assist-
ance program If there are no UUe XIX maximum 
Income levels In effect, or 
"<B> prescribe criteria which would permit an Indi-
vidual or family to be eligible for auch assistance If 
ouch Individual or family would be Ineligible, solely 
by reason of his or Its resources, for medical assist-
ance both under the plan of the Sute of Maryland 
approved under UUe XIX of the Social Security Act 
tthis subchapter] and under the plan of the State of 
Virginia approved under auch UUe. 
*(*> For purposes of subparagraph CA) of paragraph 
CI) of this subsection— 
-1A) the term UUe XXX maximum mrcnii steals' 
Satans any maximum Income levels which sway be 
specified by UUe XXX of the Soda) Security Act 
f this subchapter) for recipients of medical aaslslsncit 
Coder Sute plans approved under that UUe, 
-CB) the term the Ooenmisaloner'a maximum 
tooome levels for the leca) medical assistance pro-
gram' satans the maximum Income level* prescribed 
for recipient* of aaedica) assistance under the Dis-
trict of Columbia's medical assistance program to 
Offset In the fiscal year ending June 10. IN?, and 
"IO during any of the first four calendar sjuarters 
Io which asodica) assistance la provided under auch 
plan there ahaJJ be dssasod to be no UUe XIX maxi-
mum Income levels In effect If the UUe XXX maxi-
mum Income levels In effect during such quarter are 
higher than the Commissioner'* mailmum moome 
levels for the local medical assistance program." 
S a m on Bxrxaaxo to so Oisua Socnosn 
Thi* section la referred to to sections t i l l . l it*?. 
!lt6b. l lttd. l l t tg . 1IH1. 4711 of this UUe; UUe 11 
section 1171. 
BSCTIOP Bxexaaxo to xs D C Cose 
Thi* eection Is referred to to ssction ts-OOl of the 
District of Columbia Code. 
| l i fts. Faymtent to Stales 
fa) CoansHitaiiott of assotuit 
From the sums appropriated therefor, the 
Secretary (except aa otherwise provided in this 
section) ahall pay to each Sute which has a 
plan approved under this aubchapter. for each 
quarter, beginning with the Quarter commenc-
ing January 1.1966— (1) an amount equal to the Federal medical 
assistance percentage (as defined In eection 
13»6d(b) of this UUe. subject to subsections (g) and (h) of this section) of the total 
amount expended during such quarter aa 
medical assistance under the Bute plan (in-
cluding expenditures for premiums under 
part B of aubchapter XVIII of this chapter, 
for Individuals who are eligible for medical as-
sistance under the plan and (A) are receiving 
aid or assistance under any plan of the Bute 
approved under subchapter I. X. XIV. or XVI, 
or part A of aubchapter IV. or with respect to 
whom aupplemental security Income benefits 
are being paid under aubchapter XVI of this 
chapter, or (B) with respect to whom there la 
being paid a Bute aupplemenUry payment 
and are eligible for medical assistance equal 
in amount, duration, and scope to the medical 
assistance made available to individuals de-
scribed in section 1396a(aM10XA) of this UUe. 
and. except in the ease of Individuals sixty-
five years of age or older and disabled Individ-
uals entitled to hospital insurance beneflu 
under aubchapter XVIII of this chapter who 
are not enrolled under part B of aubchapter 
XVIII of this chapter, other insurance premi-
ums for medical or any other type of remedial 
tare or the cost thereof, plus 
(2) an amount equal to 76 per centum of so 
much of the gums expended during such 
quarter (as found necessary by the Secretary 
for the proper and efficient administration of 
the Bute plan) as are attribuUble to compen-
sation or training of axilled professional medi-
cal personnel, and etaif directly supporting 
such personnel, of the Bute agency or any 
other public agency; plus 
CI) an amount equal to— (AXi) SO per centum of so much of the 
sums expended during auch quarter aa are 
attributable to the design, development, or 
installation of auch mechanised claims pro-
cessing and information retrieval gyatema aa 
the Secretary determines are likely to pro-
Tide more efficient, economical, and affec-
tive administration of the plan and to be 
compatible with the claims processing and 
information retrieval ayatema utilised In the 
administraUon of subchapter XV1I1 of this 
chapUr. Including the Sute'a share of the 
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cost of Installing such a system to be used 
Jointly in the administration of such State's 
plan and the plan of any other Bute ap-
proved under this chapter, and (ii) 90 per centum of so much of the sums 
expended during any such quarter in the 
fiscal year ending June SO. 1972, or the 
fiscal year ending June 30, 1973, as are at-
tributable to the design, development, or in-
stallation of cost determination systems for 
State-owned general hospitals (except that 
the total amount paid to all States under 
this clause for either such fiscal year shall 
not exceed $150,000), and 
(B) 75 per centum of so much of the sums 
expended during such quarter as are attrib-
utable to the operation of systems (whether 
such systems are operated directly by the 
State or by another person under a contract 
with the State) of the type described in sub-
paragraph (AK1) (whether or not designed, 
developed, or installed with assistance 
under such subparagraph) which are ap-
proved by the Secretary and which include 
provision for prompt written notice to each 
individual who is furnished services covered 
by the plan of the specific services so cov-
ered, the name of the person or persons fur-
nishing the services, the date or dates on 
which the services were furnished, and the 
amount of the payment or payments made 
under the plan on account of the services; 
plus 
(4) an amount equal to 100 per centum of 
the sums expended with respect to costs in-
curred during such quarter (as found neces-
sary by the Secretary for the proper and effi-
cient administration of the State plan) which 
are attributable to compensation or training 
of personnel (of the State agency or any 
other public agency) responsible for inspect-
ing public or private institutions (or portions 
thereof) providing long term care to recipi-
ents of medical assistance to determine 
whether such institutions comply with health 
or safety standards applicable to such institu-
tions under this chapter; plus 
(5) an amount equal to 90 per centum of the 
gums expended during such quarter which are 
attributable to the offering, arranging, and 
furnishing (directly or on a contract ba i^s) of 
family planning services and supplies; (6) an amount equal to 50 per centum of the 
remainder of the amounts expended during 
guch quarter as found necessary by the Secre-
tary for the proper and efficient administra-
tion of the 8tate plan. 
A) Quarterly txpeoditoroi beginning after December 
II, IMS 
CD Notwithstanding the preceding provisions 
•f this section, the amount determined under 
•ubtectlon (axi) of this section for any Bute 
for any quarter beginning after December II. 
1969, shall not take into account any amounts 
expended as medical assistance with respect to 
Individuals aged 65 or over and disabled individ-
uals entitled to hospital insurance benefiu 
under subchapter XVIII of this chapter which 
would not have been so expended if the individ-
uals involved had been enrolled in the Insur-
ance program established by part B of sub-
chapter XVIII of this chapter, other than 
amounts expended under provisions of the plan 
of such State required by section l!96a(aX!4) 
of this title. 
(2) For limitation on Federal participation for 
capital expenditures which are out of conform-
ity with a comprehensive plan of a State or 
areawide planning agency, see section 1120a-l 
of this title. 
(c) Repealed. Pub. L. 91-2*3. flKyXlXA), Dec II, 
1973.17 But 971 
(4) Ettimatef of amount of But* entitlement; install-
ments; adjustments; overpayment; obligated ap-
proprUUons 
(1) Prior to the beginning of each quarter, 
the Secretary shall estimate the amount to 
which a State will be entitled under subsections (a) and (b) of this section for such quarter, such 
estimates to be based on (A) a report filed by 
the State containing its estimate of the total 
sum to be expended in such quarter in accord-
ance with the provisions of such subsections, 
and stating the amount appropriated or made 
available by the State and its political subdivi-
sions for such expenditures in such quarter, 
and if such amount is less than the State's pro-
portionate share of the total sum of such esti-
mated expenditures the source or sources from 
which the difference is expected to be derived, 
and (B) such other investigation as the Secre-
tary may find necessary. (2) The Secretary shall then pay to the State, 
in such installments as he may determine, the 
amount so estimated, reduced or increased to 
the extent of any overpayment or underpay-
ment which the Secretary determines was made 
under this section to such State for any prior 
quarter and with respect to which adjustment 
has not already been made under this subsec-
tion. Expenditures for which paymenU were 
made to the State under subsection (a) of this 
section shall be treated as an overpayment to 
the extent that the State or local agency ad-
ministering such plan has been reimbursed for 
guch expenditures by a third party pursuant to 
the provisions of its plan in compliance with 
section 1396a(aX25) of this title. (3) The pro rata share to which the United 
States is equiUbly entitled, as determined by 
the Secretary, of the net amount recovered 
during any quarter by the State or any political 
subdivision thereof with respect to medical as-
gistance furnished under the State plan shall be 
considered an overpayment to be adjusted 
under this subsection. (4) Upon the making of any estimate by the 
Secretary under this subsection, any appropri-
ations available for paymenU under this section 
shall be deemed obligated. 
(t) Bepealcd. Pub. L> 92-491, title D, |IM, Oct IS, 
1972,94 But 1419 
(f> Umlutioa on Federal participation la medical as-
sistance (1XA) Except as provided in paragraph (4). 
payment under the preceding provisions of this 
•ection shall not be made with respect to any 
amount expended as medical assistance in a cal-
endar quarter, in any State, for any member of 
a family the annual income of which exceeds 
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the applicable Income limitation determined 
lander this paragraph. 
(BXi) Except as provided In clause (11) of this 
subparagraph, the applicable income limitation 
with respect to any family is the amount deter* 
mined, in accordance with standards prescribed 
by the Secretary, to be equivalent to 133 Vi per-
cent of the highest amount which would ordi-
narily be paid to a family of the same size with-
out any income or resources, In the form of 
money payments, under the plan of the State 
approved under Part A of subchapter IV of this 
chapter. 
(U) If the Secretary finds that the operation 
of a uniform maximum limits payments to fam-
ilies of more than one size, he may adjust the 
amount otherwise determined under clause (i) 
to take account of families of different sizes. 
(C) The total amount of any applicable 
income limitation determined under subpara-
graph (B) shall, if it is not a multiple of $100 or 
such other amount as the Secretary may pre-
scribe, be rounded to the next higher multiple 
of $100 or such other amount, as the case may 
be. 
(2) In computing a family's Income for pur-
poses of paragraph (1), there shall be excluded 
any costs (whether in the form of insurance 
premiums or otherwise) incurred by such 
family for medical care or for any other type of 
remedial care recognized under State law. 
(3) For purposes of paragraph (1KB), in the 
case of a family consisting of only one individu-
al, the "highest amount which would ordinarily 
be paid" to such family under the State's plan 
approved under part A of subchapter IV of this 
chapter shall be the amount determined by the 
Bute agency (on the basis of reasonable rela-
tionship to the amounts payable under such 
plan to families consisting of two or more per-
sons) to be the amount of the aid which would 
ordinarily be payable under such plan to a 
family without any income or resources) con-
sisting of one person if such plan (without 
regard to section 608 of this title) provided for 
aid to such a family. 
(4) The limitations on payment imposed by 
the preceding provisions of this subsection shall 
not apply with respect to any amount expended 
by a Bute as medical assistance for any individ-
ua l -
CA) who is receiving aid or assistance under 
any plan of the State approved under sub-
chapter I, X, XIV or XVI, or part A of sub-
chapter IV, or with respect to whom supple-
mental security income benefits are being 
paid under subchapter XVI of this chapter. 
or 
CB) who is not receiving such aid or assist-
ance and with respect to whom such benefits 
are not being paid, but (i) is eligible to receive 
such aid or assistance, or to have such bene-
fits paid with respect to him, or (11) would be 
eligible to receive such aid or assistance, or to 
have such benefits paid with respect to him if 
be were not in a medical institution, or 
CO with respect to whom there is being 
paid, or who is eligible, or would be eligible if 
be were not in a medical institution, to have 
paid with respect to him, a Bute supplemen-
tary payment and Is eligible for medical as 
alftanoe equal in amount, duration, and aoope 
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to the medical assistance made available to 
individuals described in section 
1306a(a)(10)(A) of this title, but only if the 
income of such individual (as determined 
under section 1382a of this title, but without 
regard to subsection (b) thereof) does not 
exceed 300 percent of the supplemental secu-
rity income benefit rate established by sec-
tion 1382(bXl) of this title, 
at the time of the provision of the medical as-
sistance giving rise to such expenditure. 
(g) Decrease In Federal medical aMlttanee percentage 
of amount* paid for service* furnished vnder 
gut* plan after June SO, 1173 
(1) With respect to amounts paid for the fol-
lowing services furnished under the State plan 
after June 30, 1073 (other than services fur-
nished pursuant to a contract with a health 
maintenance organization as defined in section 
1395mm of this title), the Federal medical as-
sistance percentage shall be decreased as fol-
lows: After an individual has received care as an 
inpatient in a hospital (including an institution 
for tuberculosis), skilled nursing facility or in-
termediate care facility on 60 days, or in a hos-
pital for mental diseases on 00 days (whether or 
not such days are consecutive), during any 
fiscal year, which for purposes of this section 
means the four calendar quarters ending with 
June SO, the Federal medical assistance per-
centage with respect to amounts paid for any 
such care furnished thereafter to such individu-
al in the same fiscal year shall be decreased by 
33 ft per centum thereof unless the State 
agency responsible for the administration of 
the plan makes a showing satisfactory to the 
Secretary that, with respect to each calendar 
quarter for which the State submits a request 
for payment at the full Federal medical assist-
ance percentage for amounts paid for Inpatient 
hospital services (including tuberculosis hospi-
tals), skilled nursing facility services, or inter-
mediate care facility services furnished beyond 
60 days (or inpatient mental hospital services 
furnished beyond 00 days), there is in operation 
in the State an effective program of control 
over utilization of such services; such a showing 
must include evidence that— 
(A) in each case for which payment is made 
under the State plan, a physician certifies at 
the time of admission, or, if later, the time 
the individual applies for medical assistance 
under the State plan (and recertifies, where 
such services are furnished over a period of 
time, in such cases, at least every 60 days, and 
accompanied by such supporting material, ap-
propriate to the case involved, as may be pro-
vided in regulations of the Secretary), that 
such services are or were required to be given 
on an inpatient basis because the individual 
needs or needed such services; and 
(B) in each such case, such services were 
furnished under a plan established and peri-
odically reviewed and evaluated by a physi-
cian; 
CO such Bute has in effect a continuous 
program of review of utilization pursuant to 
section 1306a(a)(30) of this title whereby each 
admission is reviewed or screened in accord-
ance with criteria established by medical and 
other professional personnel who are not 
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themselves directly responsible for the care of 
the patient involved, and who do not have a 
significant financial interest in any such insti-
tution and are not, except in the case of a 
hospital, employed by the institution provid-
ing the care involved; and the information de-
veloped from such review or screening, along 
with the data obtained from prior reviews of 
the necessity for admission and continued 
stay of patients by such professional person-
nel, shall be used as the basis for establishing 
the size and composition of the sample of ad-
missions to be subject to review and evalua-
tion by such personnel, and any such sample 
may be of any size up to 100 per centum of all 
admissions and must be of sufficient size to 
serve the purpose of (i) identifying the pat-
terns of care being provided and the changes 
occurring over time in such patterns so that 
the need for modification may be ascertained, 
and (ii) subjecting admissions to early or 
more extensive review where information in-
dicates that such consideration Is warranted; 
and 
CD) such Bute has an effective program of 
medical review of the care of patients in 
mental hospitals, skilled nursing facilities, 
and intermediate care facilities pursuant to 
section 1396a(a) (26) and (31) of this title 
whereby the professional management of 
each case is reviewed and evaluated at least 
annually by independent professional review 
teams. 
In determining the number of days on which an 
individual has received services described in 
this subsection, there shall not be counted any 
days with respect to which such individual is 
entitled to have payments made (in whole or in 
part) on his behalf under section 1395d of this 
title. 
(2) The Secretary shall, as part of his valida-
tion procedures under this subsection, conduct 
•ample onsite surveys of private and public in-
stitutions in which recipients of medical assist-
ance may receive care and services under a 
Bute plan approved under this subchapter, and 
his findings with respect to such surveys (as 
well as the showings of the 8tate agency re-
quired under this subsection) shall be made 
available for public inspection. 
(b) Reduction by Secretary of amount otherwise eon-
sisertd at expenditure* vnder State plan wbere 
reasonable cost differential between statewide 
average cost of skilled nursing facility services 
and statewide average cost of latennediate care 
facility services does act exist for any calender 
quarter beginning after Jane 30,1*73 (I) U the Secretary determines for any calen-
der quarter beginning after June 10,1973. with 
respect to any State that there does not exist a 
reasonable cost differential between the 
statewide average cost of skilled nursing facility 
services and the statewide average cost of inter-
mediate care facility services in such 8tate, the 
Secretary may reduce the amount which would 
otherwise be considered as expenditures under 
the 8tate plan by any amount which In his 
Judgment is a reasonable equivalent of the dif-
ference between the amount of the expendi-
tures by such State for intermediate care facili-
ty services and the amount that would have 
been expended by such State for such services 
if there had been a reasonable cost differential 
between the cost of skilled nursing facility ser-
vices and the cost of intermediate care facility 
services. (2) In determining whether any such cost dif-
ferential in any State is reasonable the Secre-
tary shall take into consideration the range of 
such cost differentials in all States. (3) For the purposes of this subsection, the 
term "cost differential" for any 8tate for any 
quarter means, as determined by the Secretary 
on the basis of the data for the most recent cal-
endar quarter for which satisfactory data are 
available, the excess of— (A) the average amount paid In such State (regardless of the source of payment) per in-
patient day for skilled nursing facility ser-
vices, over (B) the average amount paid in such State (regardless of the source of payment) per in-
patient day for intermediate care facility ser-
vices. 
(4) For purposes of this subsection, the term 
"cost" shall mean amounts reimbursable by the 
State under a State plan approved under this 
subchapter. 
(I) Payment for services performed after December 
31,1172; restrictions 
Payment under the preceding provisions of 
this section shall not be made— 
(1) with respect to any amount paid for 
items or services furnished under the plan 
after December 31. 1972. to the extent that 
such amount exceeds the charge which would 
be determined to be reasonable for such Items 
or services under the fourth and fifth sen-
tences of section 1395u(bX3) of this title; or 
(2) with respect to any amount paid for ser-
vices furnished under the plan after Decem-
ber 31, 1972, by a provider or other person 
during any period of time, if payment may 
not be made under subchapter XVIII of this 
chapter with respect to services furnished by 
such provider or person during such period of 
time solely by reason of a determination by 
the Secretary under section 1395y(dXl) of 
this title or under clause (D), (£). or (F) of 
section 1395cc<bX2) of this title; or (3) with respect to any amount expended 
for inpatient hospital services furnished 
under the plan to the extent that such 
amount exceeds the hospital's customary 
charges with respect to such services or (if 
such services are furnished under the plan by 
a public institution free of charge or at nomi-
nal charges to the public) exceeds an amount 
determined on the basis of those items (speci-
fied in regulations prescribed by the Secre-
tary) Included in the determination of such 
payment which the Secretary finds will pro-
vide fair compensation to such institution for 
such services; or 
(4) with respect to any amount expended 
for care or services furnished under the plan 
by a hospital or skilled nursing facility unless 
such hospital or skilled nursing facility has In 
affect a utilization review plan which meets 
the requirements Imposed by section 1395x(k) 
of this title for purposes of subchapter XVTO 
Of this chapter, and if such hospital or skilled 
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Burmint facility has in effect such a utilisa-
tion review plan for purposes of subchapter 
ZVIH of this chapter, such plan shall serve 
as the plan required by this subsection (with 
the same standards and procedures and the 
same review committee or group) as a condi-
tion of payment under this subchapter, the 
Secretary is authorised to waive the require-
ments of this paragraph if the State agency 
demonstrates to his satisfaction that it his in 
operation utilization review procedures which 
are superior in their effectiveness to the pro-
cedures required under section 1395x(k) of 
thisUUe. 
(J) Order by Secretary for suspension of payment; 
grounds for Issuance, procedure; effective date 
and duration of order 
(1) Notwithstanding the preceding provisions 
of this section, no payment shall be made to a 
8tate (except as provided under this subsec-
tion) with respect to expenditures incurred by 
It for services provided by any institution 
during any period that an order for suspension 
of payment (as authorized by this subsection) Is 
effective with respect to such institution. (2) The Secretary may issue a suspension of 
payment order with respect to any institution 
If-
CA) such institution (1) does not (at the time 
such order is Issued) have in effect an agree-
ment with the 6ecretary which is entered 
Into pursuant to section 1395cc of this title; 
and (11) did (prior to the time such order is 
Issued) have in effect such an agreement; and (BXi) the Secretary has been unable to col-
lect (or make satisfactory arrangement for 
the collection of) amounts due on account of 
overpayments made to such institution under 
subchapter XVIII of this chapter, or (II) the Secretary has been unable to obtain 
from such institution the data and informa-
tion necessary to enable him to determine the 
amount (if any) of the overpayments made to 
such institution under subchapter XVIII of 
this chapter. 
CI) Whenever the Secretary issues any order 
for suspension of payment under this subsec-
tion with respect to any institution, he shall 
submit a notice of such order to the single 
Bute agency (referred to in section 1396a(aX5) 
of this title) of each State which he has reason 
to believe does or may utilize the services of 
guch institution in providing medical assistance 
under a plan approved under this subchapter. (4) Any order for suspension of payment 
Issued with respect to any institution under 
this subsection shall become effective, in the 
case of any state plan approved under this sub-
chapter, on the 60th day after the date the 
State agency (referred to in section 1396a(aXft) 
of this title) administering or supervising the 
administration of such plan receives notice of 
ouch order submitted pursuant to paragraph 
CI). Any such order shall cease to be effective at 
ouch time as the Secretary Is satisfied that the 
Institution is participating in substantial nego-
tiations which seek to remedy the conditions 
which gave rise to his order of suspension of 
payments, or that the amounts (referred to in 
paragraph (2)) are no longer due from such In-
stitution or that a satisfactory arrangement has 
been made for the payment by such institution 
of any such amounts. Upon the determination 
of the Secretary that any such order with re-
spect to any such institution shall cease to be 
effective, he shall forthwith notify each State 
agency to which he has theretofore submitted 
notice under paragraph (3) with respect to such 
Institution. (6) Whenever any order which has been 
Issued by the Secretary under the preceding 
provisions of this subsection with respect to an 
Institution ceases to be effective, any payment 
to which any State would (except for the pre-
ceding provisions of this subsection) have been 
entitled under this section on account of ser-
vices provided by such institution shall be made 
to such State for the month in which such 
order ceases to be effective. 
(a) Technical assistance to states 
The Secretary is authorised to provide at the 
request of any State (and without cost to such 
8tate) such technical and actuarial assistance 
as may be necessary to assist such State to con-
tract with any health maintenance organiza-
tion which meets the requirements of section 
1595mm of this title for the purpose of provid-
ing medical care and services to individuals who 
are entitled to medical assistance under this 
subchapter. 
(I) Repealed. Fab. L» 94-462, §1, Oct la, 1974, 90 
gut. WO 
(m) Definition; duties and functions of Secretary; 
paymenta to States; proriaional determination of 
status by State (IKA) The term "health maintenance organi-
sation*' means a legal entity which provides 
health services to individuals enrolled in such 
organization and which— 
(1) provides to its enrollees who are eligible 
for benefits under this subchapter the ser-
vices and benefits described in paragraphs (1), (2), (3). (4XC), and (5) of section 1396d of this 
title, and, to the extent required by section 
1396a(aX13XAXii) of this title to be provided 
under a State plan for medical assistance, the 
services and benefits described in paragraph (7) of section 1396d(a) of this tiUe; (ii) provides such services and benefits in 
the manner prescribed in section 300e(b) of 
this title (except that, solely for purposes of 
this paragraph, the term "basic health ser-
vices" and references thereto, when employed 
In such section, shall be deemed to refer to 
the services and benefits described in para-
graphs (1), (2). (3). (4XC), and (5) of section 
1396d(a) of this title, and, to the extent re-
quired by section 1396a(13XAXii) of this UUe 
to be provided under a State plan for medical 
assistance, the services and benefits described 
In paragraph (7) of section 129*d(a) of this 
title); and (ill) Is organised and operated In the 
manner prescribed by section 300e(c) of this 
title (except that solely for purposes of this 
paragraph, the term "basic health services" 
and references thereto, when employed In 
such section shall be deemed to refer to the 
services and benefits described In section 
139ftd(aXl>. (2), (3), (4XC). and (ft) of this 
title, and to the extent required by section 
ISMaUXllXAXIi) of this UUe. to be provided 
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under a State plan lor medical assistance, the 
services and benefits described in paragraph 
C7) of section 1396d(a) of this title). 
IB) The duties and functions of the Secre-
tary, insofar as they Involve making determina-
tions as to whether an organization is a health 
maintenance organization within the meaning 
of subparagraph (A), shall be administered 
through the Assistant Secretary for Health and 
In the Office of the Assistant Secretary lor 
Health, and the administration of such duties 
and functions shall be integrated with the ad-
ministration of section 300e-ll(a) and (b) of 
this title. 
(2XA) Except as provided In subparagraphs 
CB) and (C). no payment shall be made under 
this subchapter to a State with respect to ex-
penditures incurred by it for payment lor ser-
vices provided by any entity— 
(i) which Is responsible lor the provision 
o f -
CI) inpatient hospital services and any 
other service described in paragraph (2), (3), 
C4>. (5). or (7) of section 1396d(a) of this 
title, or 
(II) any three or more of the services de-
scribed in such paragraphs, 
when payment for such services is determined 
under a prepaid capitation risk basis or under 
any other risk basis; 
<ii) which the Secretary (or the 8tate as au-
thorized by paragraph (3)) has not deter-
mined to be a health maintenance organiza-
tion as defined in paragraph (1); and 
(ill) more than one-half of the membership 
of which consists of individuals who are in-
sured under parts A and B of subchapter 
XVIII or recipients of benefits under this sub-
chapter. 
CB) Subparagraph (A) does not apply with re-
spect to payments under this subchapter to a 
State with respect to expenditures incurred by 
It lor payment lor services provided by an 
entity which— 
C1XI) received a grant of at least $100,000 in 
the fiscal year ending June 30, 1976, under 
section 247d(dXlXA) or 254c(dXl) of this 
title, and (II) for the period beginning July I, 
1976, and ending on the expiration of the 
period for which payments are to be made 
under this subchapter has been the recipient 
of a grant under either such section; and 
(II) provides to its tnrollees. on a prepaid 
capitation risk basis or on any other risk 
basis, all of the services and benefits de-
scribed in paragraphs (1), (2), (3), <4XC), and 
(5) of section 1396d(a) of this title and, to the 
extent required by section 1396a(aX13XAXil) 
of this title to be provided under a State plan 
lor medical assistance, the services and bene-
fits described In paragraph (7) ol such sec-
tion: or 
(ii) Is a nonprofit primary health care 
entity located in a rural area (as defined by 
the Appalachian Regional Commission)— 
(I) which received In the fiscal year 
ending June 10. 1976, at least 1100,000 (by 
grant, subgrant, or subcontract) under the 
Appalachian Regional Development Act ol 
1965, and 
(II) lor the period beginning July 1.1976, 
and ending on the expiration of the period 
lor which payments are to be made under 
this subchapter either has been the recipi-
ent of a grant, subgrant, or subcontract 
under such Act or has provided services 
under a contract (initially entered Into 
during a year in which the entity was the 
recipient of such a grant, subgrant, or sub-
contract) with a 8tate agency under this 
subchapter on a prepaid capitation risk 
basis or on any other risk basis; or 
(lii) which has contracted with the single 
State agency for the provision of services (but 
not including inpatient hospital services) to 
persons eligible under this subchapter on a 
prepaid risk basis prior to 1970. 
(C) Subparagraph (AXiii) shall not apply 
with respect to payments under this subchapter 
to a State with respect to expenditures incurred 
by it for payment for services by an entity 
during the three-year period beginning on Oc-
tober 8, 1976, or beginning on the date the 
entity enters into a contract with the State 
under this subchapter for the provision of 
health services on a prepaid risk basis, which-
ever occurs later, but only if the entity demon-
strates to the satisfaction of the Secretary by 
the submission of plans for each year of such 
three-year period that it is making continuous 
efforts and progress toward achieving compli-
ance with subparagraph (AXiii). 
(3) A Bute may, in the case of an entity 
which has submitted an application to the Sec-
retary for determination that it is a health 
maintenance organization within the meaning 
of paragraph (1) and for which no such deter-
mination has been made within 90 days of the 
submission of the application, make a provi-
sional determination for the purposes of this 
subchapter that such entity is such a health 
maintenance organization. Such provisional de-
termination shall remain in force until such 
time as the Secretary makes a determination 
regarding the entity's qualification under para-
graph (1). 
(Aug. 14, 1935. ch. 531, title XIX, 11903. as 
added July 30, 1965. Pub. L. 89-97, title I. 
1121(a), 79 But. 349, and amended Jan. 3,1968. 
Pub. L. 90-248, title II, H 220(a). 222(c). (d). 
325(a), 329(c), 241(f)(5), 81 Stat. 898. 901. 902. 
904. 917; June 28. 1968. Pub. L. 90-364. title 111, 
f 303(a)(1), 82 8tat. 274; Aug. 9, 1969. Pub. L. 
91-56. 12(a). 83 But. 99; Oct. 30, 1972. Pub. L» 
92-603, title II, M 207(a). 22HCX6), 224(c), 225, 
226(e), 229(c), 230, 233(c). 335(a). 237(aXH 
349B. 278(b)(1). (5). (16). 290. 295. 299E(a), 86 
BUt. 1379. 1380. 1389. 1395. 1396. 1404. 1410. 
1411. 1414. 1415. 1453. 1434. 1457. 1459, 1462; 
July 9. 1973, Pub. L. 93-86. title II. 1234(a). 87 
SUt. 180; Dec. 31. 1973. Pub. L. 93-233. 
H 13UX11), (12). lS(rMv). (xX5). (6). (JXI). 87 
SUt. 963, 971-973; Dec. 31. 1975. Pub. L> 94-182. 
title I. M 110(a), 111(b). 89 SUt. 1054; Oct 8. 
1976, Pub. L. 94-460. title II, 120*a), 90 B u t 
1957; Oct 18. 1976. Pub. L. 94-552, 11. 90 But. 
2540.) 
HsnaivcBs x» Ttxr 
The Appalachian Regional Development Act of 196S. 
vsftmd to in subsec. (mX2XBXiXU). is Pub. U 89-4. 
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Max. 1.1*65. Tf Stat I. aa amended, which to aet out In 
the Appendix to Title 40. Public Buildings. Property, 
and Works. For complete claasificaUon of this act to 
the Code, ate Tables volume. 
Itfft-Subaec it). Pub. L 94-662 repealed aubaec. (!) 
provisions for reduction of amount of payment* to 
States found not to be In compliance with aaction 
139*a(g)ofthisUUe. 
Subaec. (m). Pub. L 94-490 added aubaec. (m). 
1673-*6ubsec. <gXlXC). Pub. L 94-162, 1110(a), 
added pro\1aiont specifying the method by which the 
sfee and composition of the aample of admissions sub-
Ject to revie* U to be established. 
Subsec. (1). Pub. L M l 82.1111(b). added aubaec. (D. 
1973--Subsec. (a). Pub. L 93-233. |16<xxS). struck 
out reference to section 1117 of this UUe in Introduc-
tory parentheUcaJ phrase. 
Subaec. (aXl). Pub. L 91-233. HI3(aXll). I9(rXl). 
aubtUtuted "Individuals who are eligible for medical 
assistance under the plan and (A) are receiving aid or 
assistance under any plan of the State approved under 
subchapter I. X XIV. or part A of subchapter IV of 
this chapter, or with respect to whom supplemental 
aecurity income benefits are belnf paid under sub-
chapter XVI of this chapter, or (B) with respect to 
whom there Is being paid a Bute supplementary pay-
ment and are eligible for medical assistance equal in 
amount, duration, and scope to the medjcal assistance 
made available to individuals described in section 
1396a<axi0XA> of this UUe" for "individuals who are 
recipients of money payments under a Bute plan ap-
proved under subchapter I. X. XIV, or XVI. or part A 
of subchapter IV of this chapter" and inserted after 
"individuals sixty five years of ate or older" text read-
ing "and disabled individuals entitled to hospital In-
surance benefits under subchapter XVIII of this chap-
ter." respectively. 
Subaec. <aX4). Pub. L. §3-233. |l$<s). substituted 
"sums expended with respect to coats incurred" for 
"sums expended". 
Subaec. CaXS). Pub. L. 93-333. |19(t). struck out 
after "such quarter" parentheUcaJ text reading "(as 
found necessary by the Secretary for the proper and 
efficient administration of the plan)". 
Subaec. (b). Pub. L 93-233. If 16(rX2). (u). (xX6). in-
aerted in par. (2) after "individuals sixty five years of 
age or older" text reading "and disabled individuals 
entitled to hospital insurance benefits under sub-
chapter XVIII of this chapter" and end text reading ", 
other than amounts expended under provisions of the 
plan of such Bute required by section 1396a(aX34) of 
this UUe." and redesignated pars. (2) and (3) as (1) and 
12). respectively. 
Subaec. (c). Pub. L 93-233. flKyXlXA). struck out 
aubaec. (c) providing for Federal medical assistance 
percentage and Federal share of State medical ex-
penses during fiscal year ending June 30,1005. 
Subaec. (dxi). pub L 93-233. f 19<yXlXB). struck 
out reference to aubaec (c) of this section. 
Subaec. <f*4). Pub. L 93-233. f 13(aX 12). In aubpar. 
CA), made payment limitations inapplicable to individ-
ual with respect to whom supplemental aecurity 
Income benefits are being paid under subchapter XVI 
of this chapter, in subpar. (B). made payment limita-
tions inapplicable to individual with respect to whom 
auch benefits are not being paid, and in els. (i) and (ii) 
Inserted phrase "to have auch benefits paid with re-
spect to him", and added aubpar. CO. 
Subaec. if XIXC). Pub. L. 93-233.119(f), aubstituted 
"directly responsible for the care of the paUent or fi* 
wanrislly interested in any auch instituUon or. except 
la the case of hospitals, employed by the instituUon" 
lor "directly responsible for the care of the patient 
and who are not employed by or financially Interested 
In any auch instJtuUon". 
Subaec. (J). Pub. U 93-96 struck out provisions re-
specting skilled nursing facility eenrtoas and mtirtasdi-
stte care facility eervtose. 
1972-Subeec CaXl). Pub. L. 92-903. |2C7(aX2). 
added reference to eubaeca. (g) and (h) and of this aac-
tion. 
Subaec. (aXl) to (9). Pub. L. 92-903. H23i(a). 349B. 
999£<a). added pars. (9) to (9). Former aubaec (aX3) 
redesignated (aX9). 
Subaec. CbXl). Pub. I* 92-903. |993. struck out 
eubsec. (bXl), which related to the amount of quarter-
ly expenditures exceeding the average of total expend-
itures for each quarter of fiscal year ending June 90, 
1963. 
Subaec (bX3). Pub. L. 93-403.1221<cX9). added par. 
(9). 
Subaec. (e) Pub. L. 92-903. 1230. repealed aubaec 
fe), which related to furnishing for comprehensive 
care and services by July 1.1977. 
Subsec. (g). Pub. L. 92-903. H207(aXl). 373<bXl). 
added subsec. (g) and substituted "skilled nursing fa-
cility" for "skilled nursing home" and "skilled nursing 
facilities" for "skilled nursing homes" wherever ap-
pearing therein. 
Subsec. (h). Pub. L. 92-903. If 207(aXl). 27fcbXlXI). 
added subsec. (h) and substituted "skilled nursing fa-
cility" for "skilled nursing home" wherever appearing 
therein. 
Subsec. (1). Pub. L. 92-903. H 224(c), 229(c). 233(c). 
237(aXl). 279(bX7). added subsec. (i) and substituted 
Mskilled nursing facility" for "skilled nursing home" 
wherever appearing therein. 
Subsec. (J). Pub. L. 92-903. 1290. added aubaec (J). 
relating to orders for suspension of payment. 
Pub. L. 92-603. H225. 278<bX16). added aubaec (J). 
relating to skilled nursing facilities services, and sub-
stituted "skilled nursing facility for "skilled nursing 
home" wherever appearing therein. 
Subaec (k). Pub. U 92-903. 1229(e), added aubaec 
(k). 
1969-8ubeec (e). Pub. U 91-66 extended from July 
1.1973. to July 1.1677. the date by which comprehen-
aive care and services for eligible individuals must be 
made available for a State to be eligible for payments, 
1968-Subsec. (aXl). Pub. L. 90-248. 1222(d). substi-
tuted "and. except in the case of individuals sixty-five 
years of age or older who are not enrolled under part 
B of subchapter XVIII of this chapter, other insur-
ance premiums" for "and other insurance premiums". 
Pub. L. 90-248. |241(fX5), deleted "IV." after "L" 
and inserted "or part A of subchapter IV of this chap-
ter," after "XVI of this chapter.". 
Subaec. (aX2). Pub. I* 90-246. f 225(a). aubstituted 
"of the State agency or any other public agency" for 
"of the State agency (or of the local agency adminis-
tering the State plan in the poliUcal subdivision)". 
Subsec. (b). Pub. L. 90-248. f 222(c). designated exist-
ing provisions as par. (1) and added par. (2). 
Subsec. (bX2). Pub. L. 90-394 substituted "1969" for 
-1967". 
Subsec. (dX2). Pub. I* 90-246. 1229(c). provided for 
treatment of expenditures for which payments were 
made to the Bute under subaec. (a) as an overpayment 
to the extent that the State or local agency adminis-
tering the plan has been reimbursed for such expendi-
tures by a third party pursuant to the provisions of its 
plan in compliance with section 1396aXaX23) of this 
UUe. 
Subaec (f). Pub, U 90-249.1220(a), added aubaec (f). 
Ef ran if t DATI or 1979 AsraseaorT 
Repeal of aubaec (t) of thia section by Pub. I* 94-962 
effective Jan. 1. 1976. aee section 2 of Pub. U 94-652. 
aet out as an EffecUve Date of 1979 Amendment note 
under section 1396a of thia UUe. 
Section 202(b) of Pub. L. 94-490 provided thai: T h e 
amendment made by aubaecUon (a) [enacting aubaec 
(m) of this section) shall apply with respect to pay-
ments under UUe XIX of the Social Security Act [this 
Subchapter) to States for service* provided-
"(1) after the date of enactment of aubaactkm (a) 
tOct 9. 19761 under contracts under auch title an-
wared Into or renegotiated after auch slate, or 
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~CS) after the expiration of the 1-jraar period be-
ginning on such date of enactment, 
whichever occur* lint." 
E f f n u i i DATI or 1976 Amjuminr 
Section UCHb) of Pub. L 94-192 provided that' "The 
amendment made by tubaecUon (a) {amending tubaec. 
(gXlKC) of this secUon) shall take effect on the first 
day of the first calendar month which begin* not less 
than to days after the date of enactment of this Act 
CDec. 11.1975)." 
Amendment by section 11Kb) of Pub. 1* §4-182 ef-
fective January 1. 1976 (except as otherwise provided 
therein), tee section 111(c) of Pub. L. 94-192. set out as 
an Effective Date of 1976 Amendment note under sec-
tion 1294a of this UUe. 
Ertacnta Dart or 1173 AMurosmrr 
Amendment by section IKaXll), (12) of Pub. L t*. 
233 effective with respect to payments under this sec-
tion for calendar Quarters commencing after Dec H, 
1973. see section 13(d) of Pub. L 93-233. aet out at an 
Effective Date of 1973 Amendment note under section 
1396s of this UUe. 
Amendment of subsec. (b)(2) by section lftu) of Pub. 
L 93-233 effective July 1. 1973. tee section 19(t-2X4) 
of Pub. L 93-233. set out as an Effective Date of 1973 
Amendment note under section 1396a of this UUe. 
Section 234<b) of Pub. L. 93-*6 provided that: •The 
amendment made by subsection (a) irepealing gubsec. 
(J) of this section 1 shall be applicable in the case of ex-
penditures for skilled nursing services and for Interme-
diate care facility services furnished in calendar quar-
ters which begin after December 31,1972." 
E f f n u i * DATB or 1972 AMnrnmrr 
Section 107(b) of Pub. L 92-403 provided that: T h e 
amendments made by subsection (a) (amending tub-
aec* (axi), (g) and (h) of this section) shall, except
 M 
otherwise provided therein, be effective July 1. 1973.° 
Amendment of tubsec. (k) by section 226(e) of Pub. 
L 92-403 effective with respect to services provided on 
or after July 1. 1973. tee section 226(f) of Pub. 1* 92-
#03. aet out as an Effective Date note under tecUon 
2195mm of this UUe. 
Amendment of tubsec. (!) by tecUon 113(e) of Pub. X*. 
92-403 applicable with respect to services furnished by 
hospitals in accounting periods beginning after Dec. 
21.1972. tee tecUon 233(f) of Pub. I* 92-603. aet out at 
a note under section 1395f of this UUe. See, also, tec-
tlon 16 of Pub. U 93-133. aet out at a note under tec-
Uon 1395f of thit UUe. 
Section 135(b) of Pub. L 92-903 provided that: 'The 
amendments made by tubsection (a) (amending this 
aection) aha)] apply with ratpect to expenditures 
under State plans approved under UUe XIX of the 
Social Security Act (thit subchapter], made after June 
•0.1971." 
Section 237(dXl) of Pub. L. 92-903 provided tht t 
T h e amendments made by tubsecUons <aXl) and (b) 
(amending tubaec. (i) of thit aection and tecUon 706(f) 
Of this UUe) thai) apply with ratpect to services fur-
tttahed In calendar Quarters beginning after June *0. 
1973" 
Section 149B of Pub. U 92-903 at amended by Pub. 
I* §3-168. 19. Aug. t. 1974. 19 Stat. 422. provided in 
part that the enactment of par. (4) of tubaec. (a) and 
the concurrent redealfnation of former par. (4) at p%r. 
(I) by aection 149B of Pub L 91-903. and rodeaigruv 
Hon of tuch par. (9) at par. (9) by aection 199£<a) of 
Pub. L. 92-603 shall be effective for the period begin* 
Bing Oct. 1.1972, and ending June 10.1977. 
tfriauifi DATI or 1999 AMixtaujua 
Section 220<b) of Pub. I* 90-246 provided that 
"(bxi) In the case of any State whose plan under 
UUe XXX of the Social Security Act (thit subchapter) 
It approved by the Secretary of Health. EducaUon. 
and Welfare under tecUon 1902 (aection 1996a of Una 
UUe) after July It. 1947. the amendment made by tub-
sectioD (a) (enacting tubaec. (f) of thit section) ahall 
apply with respect to calendar quarters beginning 
after the date of enactment of this Act (Jan. 1. 1966). 
"(2) In the case of any Bute whose plan under Utlt 
XIX of the Social Security Act (this subchapter) was 
approved by the Secretary of Health. Education, and 
Welfare under aection 1902 of the Social Security Act 
(aection 1296a of this Utle) prior to July 16. 1967, 
amendments made by subsection (a) (enacting tubaec. 
(f) of this section) shall apply with respect to calendar 
quarters beginning after June 30. 1966. except that— 
"(A) with respect to the third and fourth calendar 
quarters of 1966. such subsection shall be applied by 
substituting in tubsection (f) of section 1903 of the 
Social Security Act (subsec. (f) of this section) 190 
percent for 133 tt percent each time tuch latter 
figure appears in such subsection (f). and 
•(B) with respect to all calendar quarters during 
1969. tuch tubsection shall be applied by substitut-
ing in tubsection (f) of tecUon 1903 of tuch Act 
(tubsec. (f) of this section) 140 percent for 113H per-
cent each time tuch latter furure appears m tuch 
tubsection <f >.-
Section 122(d) of Pub. L 90-248. at amended by tec-
Uon 203(tK2) of Pub. L. 90-364. provided in part that 
amendment of tubsec. (axi) of this tecUon by tuch 
aection 222(d) shall be effective with respect to calen-
dar quarters beginning after December 31.1969. 
Section 225(b) of Pub. L. 90-248 provided that: T h e 
amendment made by tubsection (a) (to tubaec. <aX2) 
of this section) shall apply with respect to expendi-
tures made after December 31.1967." 
Section 203(b) of Pub. L. 90-364 provided that: T h e 
amendments made by tubsection (a) (amending 
tubsec. (bX2> of this section] shall be effective with re-
aped to calendar Quarters beginning after December 
11.1967." 
CotmuEKXHsrvt Cams am> Sxxvicst rot Eucaui Xsroi-
VTDUALS SY JULT 1. 1977; RxQunxnaarr IHAFTUCABLI 
rot AFT PDUOD Paioa TO JULY 1.1971; Racuumovs; 
Aovicx TO STATU 
Section Kb) of Pub. I* 91-96. which provided that 
tubaecUon (e) of this section was inapplicable to the 
period prior to July 1.1971. and which authorised the 
Secretary to issue regulaUons. was repealed by Pub. L. 
92-903. UUe II. 1230. Oct. 10.1972. 96 Stat 1410. 
KXIMTTTOII or Ptnorro Rico, net Viaox* Iauun*. am) 
GUAM FBOM LTMTTATIOMS OP PXJMDUL PATMEKTS rot 
MXDICAI ASSIST AJICX 
Section 246(d) of Pub. L. 90-148 provided that T h e 
amendment made by aection 120(a) of this Act (enact-
ing tubsec. (f) of this tecUon) ahall not apply in the 
oaae of Puerto Rico, the Virgin Islands, or Guam.** 
HowptrrucAno* or PATMHTS TO STATO; LncTATiosf 
on IntTmmoHAX Caax 
Section 121(b) of Pub. L 99-97. at amended by aec-
tion 249D of Pub. U 92-403. provided that: "No pay-
ment may be made to any Bute under UUe I. IV. X 
XIV, or XVI of the Social Security Act (subchapter I 
IV. X. XIV. or XVI of this chapter) with reapect to aid 
or assistance in the form of medical or any other type 
Of remedial care for any period for which tuch State 
receives payments under UUe XIX of tuch Act (thfc 
tubchapter). or lor any period after December 21. 
1969. After the date of enactment of the Social Securi-
ty Amendmenu of 1973 (Oct. 10. 1972). Pederal 
matching ahall not be available for any portion of any 
payment by any Bute under UUe 1. X. XIV. or XVI. or 
part A of UUe IV. of the Social Security Act (tub-
chapter 1. X. 30V. or XVI. or part A of tubchapter IV 
of thit chapter) for or on account of any medical or 
any other type of remedial care provided by an institu-
tion to any Individual at an Inpatient thereof, tn the 
case of any Bute which hat a plan approved under 
UUe JC1X of tuch Act Cthis subchapter), if tuch care It 
(or could be) provided under a Bute plan approved 
toder UUe XIX of tuch Act (thit tubchapter] by an 
Paierri TTXIJ: 43-THE FDBUC HEALTH AND WELFARE fimd 
tetituUcm certified wader aueh title XIX tthli tub-
ehspterl." 
Samoa K P B I D to 0 O r a Bscnoirs 
This section to referred to ID sections 041. 111*, 
list* of this UOs. 
I )SHc Osermiioa of Suit S4*J» 
If the Secretary, after reasonable notice and 
opportunity for hearing to the Bute agency ad-
ministering or supervising the administration 
of the State plan approved under this sub-
chapter, finds— 
CI) that the plan has been to changed that 
It no longer complies with the provisions of 
section 1396s of this title; or (2) that in the administration of the plan 
there is a failure to comply substantially with 
any such provision; 
the Secretary shall notify such 8tate agency 
that further payments will not be made to the 
State (or. in his discretion, that payments will 
be limited to categories under or parts of the 
State plan not affected by such failure), until 
the Secretary Is satisfied that there will no 
longer be any such failure to comply. Until he 
Is so satisfied he shall make no further pay-
ments to such Bute (or shall limit payments to 
categories under or parts of the State plan not 
affected by such failure). 
(Aug. 14. 1935. ch. 631. title XDC. 11904. as 
added July 30, 1965. Pub. L. 19-97, title t 
1121(a). 79 Stat. 151.) 
Ban 1 OR Rsraais TO XH O r a Sacnoas 
This section fc referred to ID section 1116 of this 
title. 
I imd. DeflahloM 
For purposes of this subchapter— 
(s) Medics! assistance 
The term "medical assistance" means pay-
ment of part or all of the cost of the foD owing 
care and services (if provided in or after the 
third month before the month in which the re-
cipient makes application for assistance) for in-
dividuals, and. with respect to physicians' or 
dentists' services, at the option of the State, to 
Individuals (other than individuals with respect 
to whom there is being paid, or who are eligible. 
or would be eligible If they were not in a medi-
cal Institution, to have paid with respect to 
them a State supplementary payment and are 
eligible for medical assistance equal in amount, 
duration, and scope to the medical assistance 
made available to Individuals described In sec-
tion I396a(aX10XA) of this title) not receiving 
aid or assistance under any plan of the State 
approved under subchapter IX, XIV. or XVI. or 
part A of subchapter IV. and with raspect to 
whom supplemental security Income benefits 
are not being paid under subchapter XVI of 
this chapter, who are-* (i) under the age of SI. (li) relatives specified In section M6(bXl) of 
this title with whom a child Is living If such 
child, except for section *06<aX2) of this title, 
Is (or would. If needy, be) a dependent child 
vnder part A of subchapter IV of this chap-
ter, 
CM!)« yaars of ait or older. 
(iv) blind, with respect to States eligible to 
participate in the State plan program estab-
lished under subchapter XVI of this chapter. 
(v) 18 years of age or older and permanent-
ly and totally disabled, with respect to States 
eligible to participate in the Bute plan pro-
gram established under subchapter XVI of 
this chapter. (vi) persons essential (as described In the 
second sentence of this subsection) to Individ-
uals receiving aid or assistance under State 
plans approved under subchapter I. X, XIV, 
or XVI of this chapter, or (vli) blind or disabled as defined In section 
1382c of this title, with respect to States not 
eligible to participate in the State plan pro-
gram established under subchapter XVI of 
this chapter, 
but whose income and resources are Insufficient 
to meet all of such cost— (1) Inpatient hospital services (other than 
services in an institution for tuberculosis or 
mental diseases); (2) outpatient hospital services; (3) other laboratory and X-ray services; (4KA) skilled nursing facility services (other 
than services in an institution for tuberculosis 
or mental diseases) for individuals 21 years of 
age or older (B) effective July 1. 1969. such 
early and periodic screening and diagnosis of 
Individuals who are eligible under the plan 
and are under the age of 21 to ascertain their 
physical or mental defects, and such health 
care, treatment, and other measures to cor-
rect or ameliorate defects and chronic condi-
tions discovered thereby, as may be provided 
in regulations of the Secretary; and (C) 
family planning services and supplies fur-
nished (directly or under arrangements with 
others) to individuals of child-bearing age (in-
cluding minors who can be considered to be 
sexually active) who are eligible under the 
State plan and who desire such services and 
supplies; (5) physicians* services furnished by a phy-
sician (as defined In section 1395x(rXl) of 
this title), whether furnished In the office, 
the patient's home, a hospital, or a skilled 
nursing facility, or elsewhere; 
(6) medical care, or any other type of reme-
dial care recognized under State law. fur-
nished by licensed practitioners within the 
scope of their practice as defined by State 
law; (?) home health care services; (8) private duty nursing services; 
<9) clinic services; (10) dental services; (11) physical therapy and related services; (12) prescribed drugs, dentures, and pros-
thetic devices; and eyeglasses prescribed by a 
physician skilled In diseases of the eye or by 
an optometrist, whichever the Individual may 
•elect; 
(13) other diagnostic, screening, preventive, 
and rehabilitative services; (14) inpatient hospital services, akilled nurs-
ing facility services, and intermediate care fa-
cility services for Individuals 85 years of age 
or over In an Institution for tuberculosis or 
mental diseases; 
1981 Supp. 
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and the Quality of such care wbeo provided on O NO* 
foreervfoe bastf. The Secretary shall submit on Inter* 
In report to the Congress, within two yean after the 
dsi* of the enactment of thie Act lAuf II, -Ml), and 
0 final report within five years from such date con-
taining, respectively, the Interim and final findings 
and conclusions made OJ a sesult of such study." 
Ootrrtvvxvo I£D!CAI» EUQZBIUTY too CIBTADI 
Hourunii or Vrrvuni' Assfxjrurnurios Pmuiows 
Section UOtbXl) of Pub. U 00-171 prodded that 
-<A> For purport of iection l»02(tX10xA) of the 
Social Security Art Csubaec (eXiOXA) of this section), 
on? Individual who, prior to the date of enactment of 
thlf Act (June 17. IIS01 and for the month of Decem-
ber 1*76. wat eligible for and received aid or aeelftance 
under ft Bute plan approved under tltie I. X, XTV, or 
T\X or part A of UUe IV of tuch Act (subchapter I. X 
XJV. or XVI. or part A of subchapter IV of thlf chap-
ter], or was eliflble for and received supplemental se-
curity Income benefits under title XVI of such Act 
tsubchapter XVI of this chapter] Cor a supplementary 
payment described In section 13(c) of Public Law 
03-233) (set out as a note under thlf section] and was 
also In receipt of (or wa* s dependent, for purposes of 
Chapter 1ft of UUe II. United State* Code, as in effect 
on December SI. 1I7S. of an Individual In receipt of) 
pension from the Veterans* AdministraUon for the 
month of December 1171 shall (subject to subpara-
graph (B)) be 6^tmt6 to have been receiving such aid. 
assistance, supplemental security Income, or supple-
mentary payment, for each calendar month thereafter 
(prior to the month In which the pro virions of thlf 
subparagraph erase to be effective with respect to him 
as determined under subparagraph (B)). If such Indi-
vidual would have been eliflble therefor In December 
1071 and In the month In which the provisions of this 
subparagraph cease to be effective with respect to him 
as determined under subparagraph (B) had the In-
crease in Income of such individual (or of the family of 
which such Individual If a member), attributable to an 
election (made by such Individual or another member 
Of such Individual* family) under section 006 of the 
Veterans' and Survivors' Pension Improvement Act of 
1071 (Pub L tt-066. set out as a not* under asctloo 
§31 of Title If, Veterans' Benefits], not occurred. 
t B x i ) The provisions of subparagraph (A) shall 
take effect on January 1. 1079. and shall osase to be 
effective, m the ease of any Individual, for and after 
the first calendar month betinnlns more than 10 days 
after an 'Informed election' (as defined In subdivision 
(li) of thlf subparagraph) has been made by such indi-
vidual (or, If such Individual If not eligible to make 
ouch an election, by a member of such Individual's 
family who le eligible to make such an election which 
affects such Individuals eligibility for aid. astlttenne, 
or benefits under a plan or program referred to In sub-
paragraph (A)). 
~<U) The term Informed election* moans an election 
isade under section KM of the Veterans' and Sum-
won' Pension Improvement Act of lt7S fPub. IV 
tt-*4* set out as s note under section III of TlUe l i ) 
lor a reaffirmation of such an election which previous-
ly was made under such section 100) after the date of 
compliance by the Administrator of Veterans' Affairs 
thereinafter In thlf section referred to as the 'Admin-
feralon with the provisions of paragraph (IXA) with 
fospirt to the Individual ooooerued. An Individual who 
tails, within the time limJU proscribed In paragraph 
CfKB), to disaffirm an election previously made by 
ouch individual wader oueh section 004 shall be 
for purposes of thlf section and oueh i 
, to hove reaffirmed such < 
• l IKe Paymtstftel 
(o)Comrwtahjosiori 
From the sums appropriated therefor, the 
Secretary (eicept as otherwise provided In thfc 
oection) shall pay to each Bute which has a 
plan approved under this subchapter, for each Quarter, beginning with the Quarter ***r*nrrr 
fag January 1,1966— (I) on amount equal to the Federal nodical 
Otslstance percentage (as defined In oection 
ll»6d(b> of this UUe, subject to subsections (g), (h). end (J) of this oection) of the total 
Amount eipended during such Quarter os 
tnedJcal assistance under the Bute plan (In-
cluding expenditures for premiums under 
part B of subchapter XVIII of this chapter, 
for Individuals who are eligible for medical as-
sistance under the plan and (A) are receiving 
aid or assistance under any plan of the State 
approved under subchapter I, X XTV. or XVI, 
or part A of subchapter TV, or with respect to 
whom supplemental security Income benefits 
are being paid under subchapter XVI of this 
chapter, or (B) with respect to whom there li 
being paid a State supplementary payment 
and are eligible for medical assistance equal 
tn amount, duration, and scope to the medical 
assistance made available to Individuals de-
scribed in section 13Wa<aX10XA> of this UUe, 
and, except in the case of Individuals sixty-
five years of age or older and disabled individ-
uals entitled to hospital insurance benefits 
under subchapter XVUI of this chapter who 
are sot enrolled under part B of subchapter 
XVIII of this chapter, other Insurance premi-
ums for medical or any other type of remedial 
or the cost thereof; plus 
ffcH sortie* li referred to ID sections tOOe-ll, f t * , 
t i l l . Il20e-?a. l lX*-7. 1IS71 lllftv, tllloc. I INtt . 
liOtb, UOOd. UOOs. 10061. 1106a. «7» Of tfcto tftls. 
[See mcin miition for Uxt of (*>1 
(I) an amount equal to— 
[See main edition for Uxt o/U)) 
CB) 75 per centum of to much of the turns 
expended during such quarter as are attrib-
utable to the operation of systems (whether 
tuch systems are operated directly by the 
State or by another person under a contract 
with the State) of the type described In sub-
paragraph (AKI) (whether or not designed, 
developed, or Installed with asi t it • nee 
under tuch subparagraph) which are ap-
proved by the Secretary and which Include 
Srevision for prompt written noUce to each 
idividual who Is furnished services covered 
by the plan, or to each Individual In a 
•ample group of Individuals who are fur-
nished tuch services, of the specific services (other than confidential tcrvieea) to oov-
•red the name of the person or persons fur-
nishing the services, the date or dates on 
which the services were furnished, and the 
amount of the payment or payments made 
under the plan on account of the services; 
and 
CO Tt per centum of the turns expended 
with respect to costs Incurred during tuch Quarter (as found necessary by the Secre-
tary for the proper and efficient admlnis-
Page Ml TITLE 43-THE PUBLIC 
tratlon of the State plan) at are attributa-
ble to the performance of medical and utili-
sation review by a Professional Standards 
Review Organization under a contract en-
tered Into under section 1396a(d) of this 
title; plus 
(4) Omitted 
(See malm edition M text of <*)] 
(6) subject to subsection (bXl) of this sec-
tion, an amount equal to— (A) 90 per centum of the sums expended 
during such a quarter within the twelve* 
quarter period beginning with the first 
quarter in which a payment Is made to the 
State pursuant to this paragraph, and 
CB) 75 per centum of the sums expended 
during each succeeding calendar quarter, 
with respect to costs Incurred during such 
quarter (as found necessary by the Secretary 
for the elimination of fraud in the provision 
and administration of medical assistance pro-
Tided under the State plan) which are attrib-
utable to the establishment and operation of (Including the training of personnel employed 
by) a State medicaid fraud control unit (de-
scribed in subsection (q) of this section); plus (7) an amount equal to 50 per centum of the 
remainder of the amounts expended during 
such quarter as found necessary by the Secre-
tary for the proper and efficient administra-
tion of the State plan. 
(b) Quarterly expenditures beginning after December 
II, IKS 
VBee main edition for text of (1) and (2)1 
(3) The amount of funds which the Secretary 
Is otherwise obligated to pay a State during a 
quarter under subsection (a)(6) of this section 
may not exceed the higher of— (A) $125,000, or (B) one-quarter of 1 per centum of the sums 
expended by the Federal, State, and local gov-
ernments during the previous quarter In car* 
rylng out the State's plan under this sub-
chapter. 
tSee main edition for text afie)l 
<d) Esflwt— sf Stale entitlement; testalbneats; ad-justments; eterpajmeat; obligated approprl-
•ttoM; disputed daiau 
Use main edition for text o/U) to (d)l 
(5) In any case In which the Secretary esti-
mates that there has been an overpayment 
under this section to a State on the basis of a 
claim by such SUte that has been disallowed by 
the Secretary under section 1116(d) of this 
title, and such Bute disputes such disallow-
ance, the amount of the Federal payment In 
controversy shall, at the option of the SUte. be 
retained by such SUte or recovered by the Sec-
retary pending a final determination with re-
spect to such payment amount. If such final de-
termination Is to the effect that any amount 
was properly disallowed, and the SUte chose to 
retain payment of the amount In controversy, 
the Secretary shall offset, tram any subsequent 
HEALTH AND WELFARE lltNb 
payments made to such SUte under this sub-
chapter, an amount equal to the proper amount 
of the disallowance plus Interest on such 
amount disallowed for the period beginning on 
the date such amount was disallowed and 
ending on the date of such final determination 
at a rate (determined by the Secretary) based 
on the average of the bond equivalent of the 
weekly 90-day treasury bill auction rates during 
such period. 
(e) Transition costs of downs sr ssaversftoa* per-
amlttad 
A 8Ute plan approved under this subchapter 
may Include, as a cost with respect to hospital 
services under the plan under this subchapter, 
periodic expenditures made to reflect transi-
tional allowances esUbllshed with respect to a 
hospital closure or conversion under section 
1395uu of this title. 
(Set main edition for text of (J)} 
(g) Decrease In Federal medical assistance percentage 
of amounts paid for services famished asder 
Bute plan after June SO, 1*7J 
(1) Subject to paragraph (3), with respect to 
amounts paid for the following services fur-
nished under the SUte plan after June 30,1973 (other than services furnished pursuant to a 
contract with a health maintenance organiza-
tion as defined in section 1395mm of this title), 
the Federal medical assistance percentage shall 
be decreased as follows: After an individual has 
received care as an inpatient In a hospital (in-
cluding an Institution for tuberculosis), skilled 
nursing facility or intermediate care facility on 
60 days, or in a hospital for mental diseases on 
90 days (whether or not such days are consecu-
tive), during any fiscal year, which for purposes 
of this section means the four calendar quar-
ters ending with June 30, the Federal medical 
assistance percentage with respect to amounts 
paid for any such care furnished thereafter to 
such individual in the same fiscal year shall be 
decreased by a per centum thereof (determined 
under paragraph (5)) unless the 8Ute agency 
responsible for the administration of the plan 
makes a showing satisfactory to the Secretary 
that, with respect to each calendar quarter for 
which the SUte submits a request for payment 
at the full Federal medical assistance percent-
age for amounts paid for Inpatient hospital 
services (Including tuberculosis hospitals), 
skilled nursing facility services, or Intermediate 
care facility services furnished beyond 60 days (or Inpatient mental hospital services furnished 
beyond 90 days), there Is In operation In the 
SUte an effective program of control over utili-
sation of such services; such a ahowlng must In-
clude evidence that— 
(A) In each case for which payment Is made 
under the Bute plan, a physician certifies at 
the time of admission, or, If later, the time 
the Individual applies for medical asslstanre 
under the 8Ute plan (and the physician, or a 
physician assistant or nurse practitioner 
under the supervision of a physician, recerti-
fies, where such services are furnished over a 
period of time, In such cases, at least every 60 
tfays (at, In the case of services that are Inter-
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mediate cart facility services described In sec-
tion 139*d(d) of this title, every year), and ac-
companied by tucb supporting material, ap-
propriate to the ease involved, as may be pro-
Tided in regulation! of the Secretary), that 
auch services are or were required to be given 
on an inpatient basis because the individual 
needs or needed such services; and 
ISee main edition for Uzt of(B) to (Z») 
In determlninf the number of days on which an 
individual has received services described in 
this subsection, there shall not be counted any 
days with respect to which such individual is 
entitled to have payments made (in whole or in 
part) on his behalf under section 1395d of this 
title. 
(2) The Secretary shall, as part of his valida-
tion procedures under this subsection, conduct 
timely sample onslte surveys of private and 
public institutions in which recipients of medi-
cal assistance may receive care and services 
under a State plan approved under this sub-
chapter, and his findings with respect to such 
surveys (as well as the showings of the Bute 
agency required under this subsection) shall be 
made available for public inspection. 
OKA) No reduction in the Federal medical as-
sistance percentage of a State otherwise re-Quired to be imposed under this subsection 
shall take effect-
(i) if such reduction Is due to the State's un-
satisfactory or invalid showing made with re-
spect to a calendar quarter beginning before 
January 1,1977; (11) before January 1,1978; (ill) unless a notice of such reduction has 
been provided to the 8tate at least 30 days 
before the date such reduction takes effect; 
or 
(iv) due to the State's unsatisfactory or in-
valid showing made with respect to a calendar 
quarter beginning after September 30, 1977, 
unless notice of such reduction has been pro-
vided to the State no later than the first day 
of the fourth calendar quarter following the 
calendar quarter with respect to which such 
showing was made. 
(B) The Secretary shall waive application of 
any reduction in the Federal medical assistance 
percentage of a Bute otherwise required to be 
Imposed under paragraph (1) because a showing 
by the State, made under such paragraph with 
respect to a calendar quarter ending after Janu-
ary 1,1977, and before January 1,1978, is deter-
mined to be either unsatisfactory under such 
paragraph or Invalid under paragraph (2). If 
the Secretary determines that the Bute's show-
ing made under paragraph (1) with respect to 
any calendar quarter ending on or before De-
cember II, 1978. Is satisfactory under such 
paragraph and is valid under paragraph (3). 
<4XA) The Secretary may not find the show-
ing of a SUte, with respect to a calendar quar-
ter under paragraph (1), to be satisfactory if 
the showing is submitted to the Secretary later 
than the 30th day after the last day of the cal-
endar quarter, unless the SUte demonstrates to 
the satisfaction of the Secretary good cause for 
not meeting such deadline. 
(B) The Secretary shall find a showing of s 
SUte, with respect to a calendar quarter under 
paragraph (1), to be satisfactory under such 
paragraph with respect to the requirement that 
the SUte conduct annual onslte inspections in 
mental hospitals, skilled nursing facilities, and 
intermediate care facilities under paragraph (26) and (31) of section 1396a(a) of this title, if 
the showing demonstrates that the SUte has 
conducted such an onslte inspection during the 
12-month period ending on the last date of the 
calendar quarter— 
(1) in each of not less than 98 per centum of 
the number of such hospitals and facilities re-
quiring such inspection, and 
(li) in every such hospital or facility which 
has 200 or more beds, 
and that, with respect to such hospitals and 
facilities not inspected within such period, the 
SUte has exercised good faith and due dili-
gence in attempting to conduct such inspection, 
or if the SUte demonstrates to the satisfaction 
of the Secretary that it would have made such 
a showing but for fallings of a technical nature 
only. 
(6) In the case of a Bute's unsatisfactory or 
Invalid showing made with respect to a type of 
facility or institutional services in a calendar 
quarter, the per centum amount of the reduc-
tion of the Bute's Federal medical assistance 
percentage for that type of services under para-
graph (1) is equal to 33* per centum multiplied 
by a fraction, the denominator of which is 
equal to the total number of patients receiving 
that type of services in that quarter under the 
SUte plan in facilities or institutions for which 
a showing was required to be made under this 
subsection, and the numerator of which Is 
equal to the number of such patienU receiving 
such type of services in that quarter in those 
facilities or institutions for which a satisfactory 
and valid showing was not made for that calen-
dar quarter. 
(6) The Secretary shall submit to Congress, 
not later than sixty days after the end of such 
calendar quarter, a report on— 
(A) his determination as to whether or not 
each showing, made under paragraph (1) by a 
SUte with respect to the calendar quarter, 
has been found to be satisfactory under such 
paragraph; (B) his review (through onslte surveys and 
otherwise) under paragraph (2) of the valid-
ity of showings previously submitted by a 
SUte; and 
(C) any reduction in the Federal medical as-
sistance percentage he has imposed on a 
SUte because of 1U submittal under para-
graph (1) of an unsatisfactory or Invalid 
showing. 
CSse main edition for t*zt of OiK 
O) Fajment for serrkss ptrfonstl after Deeaaaber 
91,1972; restrictions 
Payment under the preceding provisions of 
this section shall not be made— (1) Repealed. Pub. L> 97-35, title XXX. 
12174(b), Aug. 13,1981,96 8Ut. 809. 
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(2) with respect to any amount paid for 
services furnished under the plan after De-
cember II, 1972. by a provider or other person 
during any period of time, if payment may 
not be made under subchapter XVIII of this 
Chapter with respect to services furnished by 
such provider or person during such period of 
time solely by reason of a determination by 
the 8ecretary under section 1395y(dXl) of 
this title or under clause (D), (E), or (F) of 
section 1395cc(bX2) of this UUc, or by reason 
of noncompliance with a request made by the 
Secretary under clause (CKli) of such section 
1395cc<bX2) or under section 1396s(aX38) of 
this UUe; or 
tSee main edition for text of C J)J 
(4) with respect to any amount expended 
for care or services furnished under the plan 
by a hospital or skilled nursing facility unless 
such hospital or skilled nursing facility has in 
effect a utilization review plan which meets 
the requirements imposed by section I395x(k) 
of this UUe for purposes of subchapter XVIII 
of this chapter, and if such hospital or skilled 
nursing facility has in effect such a utiliza-
tion review plan for purposes of subchapter 
XVIII of this chapter, such plan shall §ervt 
as the plan required by this subsection (with 
the same standards and procedures and the 
same review committee or group) as a condi-
tion of payment under this subchapter, the 
Secretary is authorized to waive the require-
ments of this paragraph if the State agency 
demonstrates to his satisfaction that it has in 
operation utilization review procedures which 
are superior in their effectiveness to the pro-
cedures required under section 1395x(k) of 
this UUc; or 
(6) with respect to any amount expended 
for any drug product for which payment may 
not be made under part B of subchapter 
XVTII of this chapter because of section 
1395y(c) of this UUe; or 
(6) with respect to any amount expended 
for inpatient hospital tests (other than in 
emergency situations) not specifically ordered 
by the attending physician or other responsi-
ble pracUUoner. 
(}) AijwtM«aft *mtmmi 
Notwithstanding the preceding provisions of 
this section, the amount determined under sub-
sscUon (aXI) of this aecUon for any State for 
any quarter shall be adjusted in accordance 
with secUon 1196m of this UUe. 
[See main edition for isxt ofik) and <D] 
Cm) Deflattkm; dvtks sad tocUoM of Secretary, 
payments to States; prevfttftoaal dtttrmlaatkMi sf 
slstei by State 
(IXA) The term "health maintenance organi-
aeUon" means a public or private organizaUon, 
organized under the laws of any State, which Is 
S qualified health maintenance organization (as 
defined In sscUon SOOe-Kd) of this UUe) or 
which-
(I) makes services It provides to Individuals 
eligible for benefits under this subchapter ac-
cessible to such Individuals, within the area 
served by the organization, to the same 
extent as such services are made accessible to 
Individuals (eligible for medical assistance 
under the State plan) not enrolled with the 
organization, and (il) has made adequate provision against the 
risk of insolvency, which provision Is satisfac-
tory to the Bute and which assures that Indi-
viduals eligible for benefits under this sub-
chapter are in no case held liable for debts of 
the organizaUon In case of the organizaUon's 
Insolvency. 
(B) The duUes and funcUons of the Secre-
tary, Insofar as they involve making determine-
Uons as to whether an organization is a health 
maintenance organization within the meaning 
of subparagraph (A), shall be integrated with 
the admlnistraUon of secUon SOOe-U(a) and (b) 
of this UUe. (SKA) Except as provided in subparagraphs (B) and (C), no payment shall be made under 
this subchapter to a State with respect to ex-
penditures incurred by it for payment (deter-
mined under a prepaid capitation basis or under 
any other risk basis) for services provided by 
any entity which is responsible for the provi-
sion of Inpatient hospital services and any 
other service described in paragraph (2), (3), (4), (5). or (7) of section I396d(a) of this UUe or 
for the provision of any three or more of the 
services described in such paragraphs unless— (1) the Secretary (or the State as authorized 
by paragraph (3)) has determined that the 
entity is a health maintenance organizaUon 
as defined in paragraph (1); 
(ii) less than 75 percent of the membership 
of the entity which Is enrolled on a prepaid 
basis consists of individuals who (I) are In-
sured for benefits under part B of subchapter 
XVIII of this chapter or for benefits under 
both parts A and B of such subchapter, or (II) 
are eligible to receive benefits under this sub-
chapter, 
(iii) such services are provided for the bene-
fit of Individuals eligible for benefits under 
this subchapter in accordance with a oontract 
between the State and the enUty under 
which prepaid payments to the enUty are 
made on an actuarially sound basis; 
(Iv) such contract provides that the Secre-
tary and the State (or any person or organiza-
Uon designated by either) shall have the 
right to audit and inspect any books and rec-
ords of the entity (and of any subcontractor) 
that pertain (I) to the ability of the enUty to 
bear the risk of potential financial losses, and (II) to services performed or determinaUons 
of amounts payable under the oontract; (v) such contract provides that In the enU-
ty's enrollment, reenroUment, or disenroll-
ment of Individuals who are eligible for bene-
fits under this subchapter and eligible to 
enroll, reenroll, or disenroll with the enUty 
pursuant to the contract, the enUty will not 
discriminate among such Individuals on the 
basis of their health status or requirements 
for health care services; (vi) such oontract (I) permits Individuals 
who have elected under the plan to enroll 
with the enUty for provision of such benefits 
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to terminate such enrollment without cause 
as of the beginning of the fint calendar 
month following a full calendar month after 
the request Is made for such termination, and (II) provides for notification of each such In-
dividual, at the time of the individual's enroll-
ment, of such right to terminate such enroll-
ment; and 
(vU) such contract provides that, In the case 
Of medically necessary services which were 
provided (I) to an Individual enrolled with the 
entity under the contract and entitled to 
benefits with respect to such services under 
the 6tate's plan and (II) other than through 
the organization because the services were 
Immediately required due to an unforseen ill-
ness, injury, or condition, either the entity or 
the State provides for reimbursement with re-
spect to those services. 
(B) Subparagraph (A) does not apply with re-
spect to payments under this subchapter to a 
State with respect to expenditures incurred by 
it for payment for services provided by an 
entity which— (1X1) received a grant of at least $100,000 In 
the fiscal year ending June $0, 1976, under 
section 254b(dXlXA) or 154c<dXl) of this 
title, and (II) for the period beginning July 1, 
1976, and ending on the expiration of the 
peroid * for which payments are to be made 
under this subchapter has been the recipient 
of a grant under either such section; and 
[See main *lition for Uxt of (/A* W) and (ili)l 
CO Subparagraph (AXli) shall not apply with 
respect to payments under this subchapter to a 
State with respect to expenditures Incurred by 
It for payment for services by an entity during 
the three-year period beginning on October a, 
1976, or beginning on the date the entity quali-
fies as a health maintenance organization (as 
determined by the Secretary), whichever occurs 
later, but only if the entity demonstrates to the 
satisfaction of the Secretary by the submission 
of plans for each year of such three-year period 
that it Is making continuous efforts and prog-
ress toward achieving compliance with subpara-
graph (AXli). (D) In the case of a health maintenance orga-
nisation that Is a public entity, the Secretary 
may modify or waive the requirement described 
in subparagraph (AXli) but only If the Secre-
tary determines that (1) special circumstances 
warrant such modification or waiver, and (li) 
the organisation has taken and Is taking rea-
sonable efforts to enroll Individuals who are 
not entitled to benefits under the State plan 
approved under this subchapter or under sub-
chapter ZVXH of this chapter. 
Use main edition for Uxi of (J)J 
(a) tut* agency action npon dkciosmrt or faUart Is 
disclose required ftsrformaUoa by sasttatttoa, or-
flaalsatloa, sic* 
The State agency may refuse to enter Into 
any contract or agreement with a hospital. 
Burning home, or other Institution, organiza-
•i 
tlon, or agency for purposes of participation 
under the State plan, or otherwise to approre 
an Institution, organization, or agency for such 
purposes. If any person, who has a direct or In-
direct ownership or control Interest of 6 per-
cent or more In such Institution, organization, 
or agency, or who is an officer, director, agent, 
or managing employee (as defined In section 
1320a-6(b) of this title) of such institution, or-
ganization, or agency. Is a person described In 
section 1320a-5(a) of this title (whether or not 
such institution, organization, or agency has In 
effect an agreement entered into with the Sec-
retary pursuant to section 1395cc of this title); 
and, notwithstanding any other provision of 
this section, the State agency may terminate 
any such contract, agreement, or approval If It 
determines that the Institution, organization, 
or agency did not fully and accurately make 
any disclosure required of It by section 
1320a-5(a) of this title at the time such con-
tract or agreement was entered Into or such ap-
proval was given. 
(O) Restriction* on authorised payments to States 
Notwithstanding the preceding provisions of 
this section, no payment shall be made to a 
State under the preceding provisions of this 
section for expenditures for medical assistance 
provided for an individual under its State plan 
approved under this subchapter to the extent 
that a private Insurer (as defined by the Secre-
tary by regulation) would have been obligated 
to provide such assistance but for a provision of 
its insurance contract which has the effect of 
limiting or excluding such obligation because 
the individual is eligible for or Is provided medi-
cal assistance under the plan. 
if) Assignment of right* of payment; sac—tifc pay-
ment* for enforcement and collection 
(1) When a political subdivision of a State 
makes, for the State of which It Is a political 
subdivision, or one State makes, for another 
State, the enforcement and collection of rights 
of support or payment assigned under section 
1396k of this title, pursuant to a cooperative ar-
rangement under such section (either within or 
outside of such Bute), there shall be paid to 
such political subdivision or such other State 
from amounts which would otherwise represent 
the Federal share of payments for medical as-
sistance provided to the eligible Individuals on 
whose behalf such enforcement and collection 
was made, an amount equal to 15 percent of 
any amount collected which Is attributable to 
such rights of support or payment. 
(2) Where more than one Jurisdiction Is In-
volved In such enforcement or collection, the 
amount of the Incentive payment determined 
under paragraph (1) shall be allocated among 
the Jurisdictions In a manner to be prescribed 
by the Secretary. 
(a) Bute medicaid fraad control as* * * * * * * 
For the purposes of this section, the term 
"State medicaid fraud control unit" means a 
single Identifiable entity of the Bute govern-
ment which the Secretary certifies (and annu-
ally recertifies) as meeting the following re-
quirements: 
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(1) The entity (A) It a unit of the offioe of 
the 8ute Attorney OeneraJ or of another de-
partment of Bute government which pos-
sesses tUtewide authority to prosecute indi-
viduals for criminal violation!, (B) la In a 
Bute the constitution of which does not pro-
vide for the criminal prosecution of Individ-
uals by a tUtewide authority and has formal 
procedures, approved by the Secretary, that 
<i) assure iU referral of suspected criminal 
violations relating to the program under this 
subchapter to the appropriate authority or 
authorities in the Bute for prosecution and (ii) assure IU assistance of, and coordination 
with, such authority or authorities in such 
prosecutions, or (C) has a formal working re-
lationship with the office of the Bute Attor-
ney General and has formal procedures (in-
cluding procedures for its referral of suspect-
ed criminal violations to such office) which 
are approved by the Secretary and which pro-
vide effective coordination of activities be-
tween the entity and such office with respect 
to the detection, investigation, and prosecu-
tion of suspected criminal violations relating 
to the program under this subchapter. 
(2) The entity is separate and distinct from 
the single Bute agency that administers or 
supervises the administration of the Bute 
plan under this subchapter. 
(3) The entity's function is conducting a 
tUtewide program for the investigation and 
prosecution of violations of all applicable 
Bute laws regarding any and all aspects of 
fraud in connection with any aspect of the 
provision of medical assistance and the activi-
ties of providers of such assistance under the 
Bute plan under this subchapter. 
(4) The entity has procedures for reviewing 
complaints of the abuse and neglect of pa-
tients of health care facilities which receive 
payments under the Bute plan under this 
subchapter, and, where appropriate, for 
acting upon such complalnU under the crimi-
nal laws of the 6ute or for referring them to 
other Bute agencies for action. 
(5) The entity provides for the collection, or 
referral for collection to a tingle Bute 
agency, of overpayments that are made under 
the Bute plan to health care facilities and 
that are discovered by the entity in carrying 
out iU activities, (6) The entity employes such auditors, at-
torneys, investigators, and other necessary 
personnel and is organised in such a manner 
as is necessary to promote the effective and 
efficient conduct of the entity's activities. 
CD The entity tubmlU to the Secretary an 
application and annual reporU containing 
•uch Information as the Secretary deter-
mines, by regulation, to be necessary to deter-
mine whether the entity meeU the other re-
quiremenU of this subsection. 
(r) M sckeidsetf elaLns prefesdug tad tafnn—Him rt-
Mrral sysCeas; spirtftonsl, alc^ itqairtMats 
fix A) In order to receive paymenU under 
paragraphs (2) and (7) of subsection (a) of this 
taction without being subject to per eentum re-
ductions set forth In subparagraph (C) of this 
paragraph, a Bute Butt provide that mecha-
nized claims processing and information retriev-
al systems of the type described in subsection 
UK3KB) of this section and detailed in an ad-
vance planning document approved by the Sec-
retary are operational on or before the deadline 
esUblished under subparagraph (B). (B) The deadline for operation of such tya-
tems for a Bute is the earlier of (i) September 
10, 1982, or (11) the last day of the sixth month 
following the date specified for operation of 
such systems in the Bute's most recently ap-
proved advance planning document submitted 
before October 7,1980. 
(C) If a Bute fails to meet the deadline estab-
lished under subparagraph (B), the per ©en-
tums specified in paragraphs (2) and (7) of sub-
section (a) of this section with respect to that 
Bute shall each be reduced by 6 percentage 
points for the first two quarters beginning on 
or after such deadline, and shall be further re-
duced by an additional 6 percentage poinU 
after each period consisting of two quarters 
during which the Secretary determines the 
Bute fails to meet the requiremenU of subpar-
agraph (A); except that— 
(i) neither tuch per centum may be reduced 
by more than 25 percentage points by reason 
of this paragraph; and 
(ii) no reduction shall be made under this 
paragraph for any quarter following the quar-
ter during which such Bute meets the re-
quiremenU of subparagraph (A). 
(2XA) In order to receive payments under 
paragraphs (2) and (7) of subsection (a) of this 
section without being subject to the per centum 
reductions set forth in subparagraph (C) of this 
paragraph, a Bute must have iU mechanized 
claims processing and information retrieval sys-
tems, of the type required to be operational 
under paragraph (1), initially approved by the 
Secretary in accordance with paragraph (6XA) 
on or before the deadline esUblished under 
subparagraph (B). 
(B) The deadline for approval of such systems 
for a Bute is the last day of the fourth quarter 
that begins after the date on which the Secre-
tary determines that such systems became 
operational as required under paragraph (1). 
(C) If a 8Ute fails to meet the deadline esUb-
lished under subparagraph (B). the per cen-
tums specified in paragraphs (2) and (7) of sub-
section (a) of this section with respect to that 
Bute shall each be reduced by 5 percentage 
points for the first two quarters beginning after 
•uch deadline, and shall be further reduced by 
an additional S percentage poinU at the end of 
each period consisting of two quarters during 
which the Bute fails to meet the requiremenU 
Of subparagraph (A); except that— 
CD neither such per centum may be reduced 
by more than 25 percentage poinU by reason 
of this paragraph, and 
(ii) no reduction shall be made under this 
paragraph for any quarter following the quar-
ter during which such Bute's systems are ap-
proved by the Secretary as provided in tub-
paragraph (A). 
CD) Any Bute's tystems which are approved 
by the Secretary for purposes of subsection 
• 1Mb TITLE 41—THE PUBLIC HEALTH AKD WELFARE Face 126 
UX3XB) of this section on or before October 7, 
If BO, shall be deemed to be Initially approved 
for purposes of this subsection. (SKA) When a Bute's systems are Initially ap-
proved, the 76 per oentum Federal matching 
provided in subsection <aX3XB) of this section 
shall become effective with respect to such sys-
tems, retroactive to the first quarter beginning 
after the date on which such systems became 
operational as required under paragraph (1), 
except as provided in subparagraph (B). (B) In the case of any Bute which was sub-ject to a per centum reduction under paragraph (2), the per centum specified in subsection 
CaXSXB) of this section shall be reduced by ft 
percentage points for the first two quarters be-
ginning after the deadline esUblished under 
paragraph (2KB), and shall be further reduced 
by an additional 5 percentage poinU at the end 
of each period consisting of two quarters begin-
ning after such deadline and before the date on 
which such systems are initially approved, 
except that no reduction shall be made under 
this paragraph for any quarter following the 
quarter during which the Bute's systems are 
Initially approved by the Secretary. 
<4XA) The Secretary shall review all ap-
proved systems not less often than once each 
fiscal year, and shall reapprove or disapprove 
any such systems. Systems which fail to meet 
the current performance standards, system re-
quirements, and any other conditions for ap-
proval developed by the Secretary under para-
graph (6) shall be disapproved. Any Bute 
having systems which are so disapproved shall 
be subject to a per centum reduction under sub-
paragraph (B). The Secretary shall make the 
determination of reapproval or disapproval and 
eo notify the SUtes not later than the end of 
the first quarter following the review period. 
(B) If the Secretary disapproves a Bute's sys-
tems under subparagraph (A), the Secretary 
shall, with respect to such Bute for quarters 
beginning after the determination of disapprov-
al and before the first quarter beginning after 
such systems are reapproved, reduce the per 
centum specified in subsection (aX3XB) of this 
section to a per centum of not less than 50 per 
centum and not more than 70 per centum as 
the Secretary determines to be appropriate and 
commensurate with the nature of noncompli-
ance by such Bute; except that such per 
centum may not be reduced by more than 10 
percentage polnU In any 4-quarter period by 
reason of this subparagraph. No Bute shall be 
subject to a per centum reduction under this 
paragraph (1) before the fifth quarter begin-
ning after such Bute's systems were Initially 
approved, or (li) on the basis of a review coo-
ducted before October 1, 1981. 
(C) The Secretary may retroactively waive a 
per centum reduction Imposed under subpara-
graph (B), If the Secretary determines that the 
Bute's systems meet all current performance 
standards and other requlremenU for reappro-
val and that such action would improve the ad-
ministration of the Bute's plan under this sub-
chapter, except that no such waiver may 
extend beyond the four quarters Immediately 
prior to the quarter In which the State's sys-
tems are reapproved. 
CftXA) In order to be Initially approved by the 
Secretary, mechanized claims processing and 
Information retrieval systems must be of the 
type described In subsection (aX3XB) of this 
section and must meet the following require-
ments: (I) The systems must be capable of develop-
ing provider, physician, and patient profiles 
which are sufficient to provide specific Infor-
mation as to the use of covered types of serv-
ices and items, including prescribed drugs. 
(II) The Bute must provide that Informa-
tion on probable fraud or abuse which Is ob-
tained from, or developed by, the systems. Is 
made available to the Bute's medicaid fraud 
control unit (if any) certified under subsec-
tion <q) of this section. (ill) The systems must meet all performance 
standards and other requirements for Initial 
approval developed by the Secretary under 
paragraph (6). 
(B) In order to be reapproved by the Secre-
tary, mechanized claims processing and Infor-
mation retrieval systems must meet the re-
quirements of subparagraphs (AXi) and (AXii) 
and performance standards and other requlre-
menU for reapproval developed by the Secre-
tary under paragraph (6). 
(8) The Secretary, with respect to State sys-
tems, shall— (A) develop performance standards, system 
requirements, and other conditions for ap-
proval for use In Initially approving such 
Bute systems, and shall further develop writ-
ten approval procedures for conducting re-
views for Initial approval, Including specific 
criteria for assessing systems In operation to 
Insure that all such performance standards 
and other requlremenU are met; 
(B) by not later than October 1.1980, devel-
op an Initial set of performance standards, 
system requlremenU. and other conditions 
for reapproval for use in reapprovlng or dis-
approving Bute systems, and shall further 
develop written reapproval procedures for 
conducting reviews for reapproval. Including 
specific criteria for reassessing systems oper-
ations over a period of at least six months 
during each fiscal year to insure that all such 
performance standards and other requlre-
menU are met on a continuous basis; (C) provide that reviews for reapproval, 
conducted before October 1,1981, shall be for 
the purpose ol developing a systems perform-
ance dau base and assisting SUtes to Im-
prove their systems, and that no per centum 
reduction ahall be made under paragraph (4) 
on the basis of such a review; (D) Insure that review procedures, perform-
ance standards, and other requlremenU devel-
oped under subparagraph (B) are sufficiently 
flexible to allow for differing administrative 
needs among the SUtes, and that such proce-
dure*, standards, and requlremenU are of a 
nature which will permit their use by the 
SUtes for self-evaluation; 
CE) notify all SUtes of proposed procedures, 
standards, and other requlremenU at least 
one quarter prior to the fiscal year In which 
such procedures, standards, and other re-
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quirementa will be used for conducting re-
flews for reapproval; (F) periodically update the systems per-
formance standards, system requirements, 
review criteria, objectives, regulations, and 
guides as the Secretary shall from time to 
time deem appropriate; (0) provide technical assistance to States in 
the development and Improvement of the sys-
tems so as to continually Improve the capac-
ity of such systems to effectively detect cases 
of fraud or abuse; (H) for the purpose of insuring compatibil-
ity between the State systems and the sys-
tems utilized in the administration of sub-
chapter XVIII of this chapter— (i) develop a uniform identification coding 
system (to the extent feasible) for provid-
ers, other persons receiving payments under 
the State plans (approved under this sub-
chapter) or under subchapter XVIII of this 
chapter, and beneficiaries of medical serv-
ices under such plans or subchapter; (11) provide liaison between States and 
carriers and intermediaries having agree-
ments under subchapter XVIII of this chap-
ter to facilitate timely exchange of appro-
priate data: and (Hi) improve the exchange of data be-
tween the States and the Secretary with re-
spect to providers and other persons who 
have been terminated, suspended, or other-
wise sanctioned under a State plan (ap-
proved under this subchapter) or under sub-
chapter XVIII of this chapter, 
(1) develop and disseminate clear definitions 
of those types of reasonable costs relating to 
State systems which are reimbursable under 
the provisions of subsection (aX3) of this sec-
tion; and (J) report on or before October 1, 1981, to 
the Congress on the extent to which States 
have developed and operated effective mecha-
nised claims processing and information re-
trieval systems. 
(7HA) The Secretary shall waive the provi-
sions of this subsection with respect to initial 
operation and approval of mechanised claims 
processing and information retrieval systems 
with respect to any State which— (I) had a 1976 population (as reported by 
the Bureau of the Census) of less than 
1,000,000 and which made total expenditures (including Federal reimbursement) for which 
Federal financial participation Is authorised 
tinder this subchapter of less than $100,000,000 in fiscal year 1976 (as reported 
by such State for such year), or (II) is a Commonwealth, or territory or pos-
session, of the United States, 
if such State reasonably demonstrates, and the 
Secretary does not formally disagree, that the 
application of such provisions would not slgnlf 1-
aantly improve the efficiency of the administra-
tion of such Bute's plan under this subchapter. 
IB) If the Secretary determines that the ap-
plication of the provisions described in subpara-
graph (A) to a Bute would significantly im-
prove the efficiency of the administration of 
the State's plan tinder this subchapter, the Sec-
retary may withdraw the State's waiver tinder 
subparagraph (A) and. in such case, the Secre-
tary shall impose a timetable for such State 
with respect to compliance with the provisions 
of this subsection and the imposition of per 
centum reductions. Such timetable shall be 
comparable to the timetable established under 
this subsection as to the amount of time al-
lowed such State to comply and the timing of 
per centum reductions. 
(SKA) The per centum reductions provided 
for under this subsection shall not apply to a 
State for any quarter with respect to which the 
Secretary determines that such 8tate Is unable 
to comply with the relevant requirements of 
this subsection— 
(I) for good cause (but such a waiver may 
not be for a period in excess of 2 quarters), or (II) due to circumstances beyond the control 
of such 8tate. 
(B) If the Secretary determines under subpar-
agraph (A) that such a reduction will not apply 
to a State, the Secretary shall report to the 
Congress on the basis for each such determina-
tion and on the modification of all time limita-
tions and deadlines as described in subpara-
graph (C). 
(C) For purposes of determining all time limi-
tations and deadlines imposed under this sub-
section, any time period during which a 8tate 
was found under subparagraph (AXii) to be 
unable to comply with requirements of this 
subsection due to circumstances beyond its con-
trol shall not be taken into account, and the 
Secretary shall modify all such time limitations 
and deadlines with respect to such State ac-
cordingly. 
(s) Reduction on medicaid payments to States; limita-
tions on reductions; States included; percentage 
reduced ander certain circumstances 
(IKA) Notwithstanding any other provision 
of this section (except as otherwise provided in 
this subsection), the amount of payments 
which a 8tate is otherwise entitled to receive 
under this title for any quarter in— (I) fiscal year 1982, shall be reduced by S 
percent, (II) fiscal year 1963, shall be reduced by 4 
percent, and (ill) fiscal year 1964, shall be reduced by 4* 
percent, 
of the amount to which the State is otherwise 
entitled (without regard to payments under 
subsection (t) of this section and without 
regard to payments for claims relating to ex-
penditures made before fiscal year 1981). (B) No reduction may be made under subpar-
agraph (A) for a quarter unless, as of the first 
day of the quarter, the Secretary has promul-
gated and has in effect final regulations (on an 
Interim or other basis) implementing para-
graphs (10KC) and (13XA) of section 1898a(a) 
of this title (as amended by the Medicare and 
Medicaid Amendments of 1981). (C) For purposes of this paragraph, the term 
"State" only includes the fifty States and the 
District of Columbia and does not include any 
State which did not have a plan approved 
under this subchapter as of July 1,1981. 
• I D * TITLE 41—THE PUBLIC HEALTH AND WELFARE Fate 128 
ft) The percentage reduction Imposed by 
paragraph (1) for a State for a quarter shall be 
reduced— 
CA) by one percentage point If the 6tate has 
a qualified hospital cost review program (de-
scribed in paragraph (3)) for the quarter, (B) by one percentage point if the State has 
a high unemployment rate (as determined 
under paragraph (4)) for the quarter, and (C) by one percentage point if the total 
amount of the State's third party and fraud 
and abuse recoveries (as defined in paragraph (5XA)) for the previous quarter is equal to or 
exceeds one percent of the amount of Federal 
payments that the Secretary estimates are 
due the State under this subchapter for that 
previous quarter (without regard to payments 
under subsection (t) of this section). 
(3) For purposes of paragraph (2XA), a State 
has a qualified hospital cost review program for 
a calendar quarter if such program meets the 
folloming requirements: (A) The program must have been estab-
lished by statute and in effect on July 1.1981, 
and it the beginning of the quarter. (B) The program must be operated directly 
by the State and must apply (1) to substan-
tially all nonfederal acute care hospitals (as 
defined by the Secretary) in the State and (ii) 
to review of either all revenues or expenses 
for inpatient hospital services (other than 
revenues under subchapter XVIII of this 
chapter, unless approved by the Secretary) or 
at least 75 percent of all revenues or expenses 
for inpatient hospital services (including rev-
enues under subchapter XVIII of this chap-
ter). (C) The State must provide the Secretary 
with satisfactory assurances as to the equita-
ble treatment under the program of all enti-
ties (including Federal and State programs) 
that pay hospitals for inpatient hospital serv-
ices, of hospital employees, and of hospital 
patients. (D) The Secretary determines that the 
annual rate of increase in aggregate hospital 
Inpatient costs per capita or per admission (as 
defined by the Secretary) in the 8tate during 
the most recent calendar year ending at least 
nine months before such quarter (or, at the 
State's option, during the 2 or 3 calendar-year 
period ending with that calendar year) Is at 
least two percentage points less than the 
annua] rate of increase during that calendar 
fear (or that period, as the case may be) in 
guch costs per capita or per admission for hos-
pitals located in the United States (excluding 
from such computation, with respect to any 
calendar year in any period, any State which 
bad in existence a qualified hospital cost 
review program (or, in the case of periods 
before January 1, 1982, had a hospital cost 
review program which the Secretary deter-
mines met for such periods the provisions of 
subparagraphs (A), (B). and (C) of this para-
graph) during that entire calendar year). 
(4KA) for purposes of paragraph (2KB), a 
Bute has a high unemployment rate with re-
spect to a quarter if the average of the monthly 
unemployment rates (as determined by the 
Bureau of Labor Statistics) for the State for 
the three months immediately before such 
quarter is equal to or greater than 160 percent 
of the average of such rates for the United 
States for such months. (B) For purposes of subparagraph CA), the 
term "United States" only includes the fifty 
States and the District of Columbia. (6XA) For purposes of paragraph (2XC), the 
term "third party and fraud and abuse recover-
ies" means, for a 6tate for a previous quarter— (i) the total amount that State demon-
strates to the Secretary that it has recovered 
or diverted in the quarter on the basis of (I) 
third-party payments (described in section 
1396a(a)(25) of this title), (II) the operation 
of its State medicaid fraud control unit (de-
fined in subsection (q) of this section), and (III) other fraud or abuse control activities, 
plus 
(ii) any amount carried forward from the 
previous quarter under subparagraph (B). 
Subclause (I) of clause (i) shall only apply to 
quarters during fiscal year 1982. (B) If the total amount of the Bute's third 
party and fraud and abuse recoveries (defined 
in subparagraph (A)) for a quarter (beginning 
on or after October 1, 1981) exceeds one per-
cent of the amount of Federal payments that 
the Secretary estimates are due the State 
under this subchapter for that quarter (without 
regard to subsection (t) of this section), the 
amount of such excess shall be carried forward 
to the following quarter for purposes of clause (ii) of subparagraph (A). 
(t) Offset for SMetins Federal aaedicald exneaditart 
targets; computation for aaeeting expenditure tar-
gets 
(1) The Secretary shall determine for each 
State (as defined in subsection (sXIXC) of this 
section) for each of fiscal years 1982, 1983, and 
1984, a target amount of Federal medicaid ex-
penditures. 8uch target amount for a State for 
fiscal year— 
(A) 1982, is equal to 109 percent of the esti-
mate (based upon the last such estimate for 
such SUte received by the Secretary before 
April 1,1981) of the Federal share of expendi-
tures under this subchapter (other than in-
terest paid under subsection (dK5) of this sec-
tion, without taking into account reductions 
In payment under subsection (s) of this sec-
tion or additional payments under this sub-
section, and without regard to payments for 
claims relating to expenditures made prior to 
October 1, 1980) in fiscal year 1981 for such 
Bute; 
(B) 1983, Is equal to the target amount de-
termined under subparagraph CA) for the 
Btate increased or decreased by a percentage 
equal to the percentage increase or decrease (as the case may be) in the index of the medi-
cal care expenditure category of the consum-
er price index for all urban consumers (pub-
lished by the Bureau of Labor 8Utlstics) be-
tween September 1982 and September 1983; 
and 
CO 1984, Is equal to the target amount de-
termined under subparagraph (A) for the 
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Bute increased or decreased by a peroenUte 
equal to the percentage Increase or decrease 
(at the cue may be) In the Index of the medi-
cal care expenditure category of the eonaum-
tr price Index for all urban consumers (pub-
Uihed by the Bureau of Labor Statistics) be-
tween September 1962 and September 1934. 
(3) Notwithstanding any other provision of 
this section (except as otherwise provided In 
this subsecUon). the amount of payments 
whJch a Bute (with a State plan approved 
under this subchapter) is otherwise entitled to 
receive for the first quarter of any fiscal year 
(beginning with fiscal year 1983 and ending 
with fiscal year 1966) shall be supplemented by 
an amount equal to the lesser of— 
(A) the amount by which the Secretary de-
termines or estimates (subject to appropriate 
subsequent adjustments) the Federal share of 
expenditures under this subchapter (other 
than interest paid under subsection (d)(5) of 
this section, without taking into account re-
ductions in payment under subsecUon (s) of 
this section, or payments under this subsec-
Uon. without regard to payments for claims 
relating to expenditures made prior to Octo-
ber 1, 1980, and subject to paragraph (3) of 
this subsection) under the 8tate's plan for the 
previous fiscal year was less than the target 
amount of Federal medicaid expenditures for 
that State for that fiscal year determined 
under paragraph (1). or 
(B) the amount of the reductions Imposed 
with respect to the Bute under subsecUon (s) 
of this section for the quarters in the previ-
ous fiscal year. 
(3) Only for the purpose of computing under 
this subsecUon the Federal share of expendi-
tures for a Bute for fiscal year 1984 (in the 
case of the payment which may be made for 
the first quarter of fiscal year 1985), the Feder-
al medical assistance percentage for fiscal year 
1984 shall be the Federal medical assistance 
percentage for States in effect for fiscal year 
1983, disregarding any change in such percent-
age between fiscal year 1983 and fiscal year 
1984. 
(As amended Aug. 1.1977. Pub. L> 96-63. UUe L 
1105(aXl). (2), 91 8Ut. 194; Oct 35. 1977, Pub. 
L. 95-142, | | 3(cX2), 9(c), 10(a). 11(a), 17(aMc). 
*Xa). 91 BUt. 1179, 1195, 1198. 1301. 1205; Nov. 
1. 1978. Pub. L. 95-559, 114(c), 92 But. 3141; 
Nov. 10, 1978. Pub. L. 95-828. UUe h 1102(bX3). 
92 BUt. 3551; Oct. 4, 1979, Pub. L. 96-79, UUe I. 
1128. 93 But. 829; Oct. 7, 1980. Pub. L. 96-398, 
UUe DC. 1901, 94 BUt. 1609; Dec 6, 1980, Pub. 
L. 96-499. UUe XX 11905(b). (c), 961(a), 963, 
964. 94 BUt. 3618, 3650, 3651; Aug. 13, 1981, 
Pub. L. 97-35. UUe XXI. ||2101(aX2), 
3103(bXl), 3106(bX3), 2113(n), 3161(a), (b). 
3163, 3164(a), 3174(b). 3179(a), 3163(a). 95 But. 
798. 796. 792. 795. 103. 904, 906. 909. 911, 916.) 
R OI A L or 8 n a » . Ca) am (t) 
Pub. JL 97-35. title XXI121$Ue\ Mug. I * 
Ml, 95 BtaL BOS. provided that, effective 
for calendar quarter* beginning on or after 
Oct I, 1H4. subsec (s) of thit tectum U re-
pealed and effective after payment* for the 
tint quarter of the fUeal pear Jf 95, eubeec 
it) afthU motion i§ refloated 
lUravcas v Terr 
The Medicare and Medicaid Amendments of 1991. 
referred to in subaec. (sXiXB), Is Pub. L. 97-65. UUe 
XXI. subtitles A (f| 2101 to 21H). B <H 2121 to 215S). 
and C ( | | 3161 to 31*4). Aug. 13. 1981. 95 Stat 785 to 
918. POT complete classification of this Act to the 
Code, see 8hort Title of 1 SSI Amendment note set out 
under section 1306 of this UUe and Tablet 
OOOXFXCATXOV 
Subset (aX4), providing for payments to states of 
100 per centum of the sums eipended for costs In-
curred during a quarter attributable to compensation 
or training of personnel responsible for Inspecting 
public or private institutions providing long-term care 
to recipients of medical assistance to determine com-
pliance with bealth or safety standards, was omitted 
from the Code pursuant to section 249B of Pub. L. 
92-603. as amended, which provided that the enact-
ment of subsec. (aX4) and the redesignatlon of former 
subsec. (aX4) as (aX5) (which paragraph has been sub-
sequently redesignated (aX7)) was effective for the 
period beginning Oct 1. 1972, and ending Bept 30. 
I960. Bee Effective Date of 1972 Amendment note 
below. 
1991-Bubaec (aXIXB). Pub. L. 97-36.12U3(n). sub-
stituted "and" for "plus" at the end of subpar. (B) and 
added subpar. (C). • 
Bubsec. (dX6). Pub. L. 97-35.12193. substituted "de-
termination at a rate" for "determination (but not to 
exceed a period of twelve months with respect to disal-
lowances made prior to October 1,19S1. or sis months 
with respect to disallowances made thereafter) at a 
"rate". 
Bubsec. (e). Pub. I* 97-36. f 2101(aX2). added subsec 
(e). 
Bubsec (gXIXA). Pub. L. 97-36. 12163(a). Inserted 
"and the physician, or a physician assistant or nurse 
practitioner under the supervision of a physician" and 
"or, In the case of services that are intermediate care 
facility services described in section 1396d(d) of this 
title, every year" In the parenthetical material 
Bubsec. (1X1). Pub. L. 97-35. 12174(b). struck out 
par. (1), which provided that payment* shall not be 
made with respect to any amount paid for Items or 
services furnished under the plan after Dec 31. 1972, 
to the extent that such amount exceeds the charge 
which would be determined to be reasonable for such 
Items or services under the fourth and fifth sentences 
of section 1305u(bX J) of this UUe. 
Bubsec (1X5). Pub. L. 97-36.1310KbXU added par. 
(6). 
Bubsec (1XS) Pub. L. 97-36.12164(a). added par. (9). 
Bubsec (mXIXA). Pub. L. 97-35. |317S<aXl). rede-
fined the term "Health Maintenance Organisation" 
substantially, and substituted reference to public and 
private organizations making services to Individuals 
eligible for benefits under this subchapter and which 
makes adequate provision against the risk of Insolven-
cy for reference to a legal entity which provides 
health services to individuals enrolled in such organi-
sation and providing services and benefits to individ-
uals eligible for benefit* under specified provisions of 
this subchapter. 
Bubsec CmXSXA). Pub. U 97-66. |9179(aX2). in d. 
CM), substituted "76 percent of the membership of the 
enUty which Is tnroUed on a prepaid basis'* for -one-
half of the membership of the onUty". and added ck. 
Clii)to(vti). 
Bubsec (mXSXD). Pub, L. 97-96.13119(aX9>, added 
subpar. (D). 
Bubsec (a). Pub. I* 97-36. 12106(bXt). struck out 
-of this section" following "section 1996oc of thss 
title- thereby perfecting the amendment made by 
Pub. l» 96-499.1906(6X3). 
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Bubsee to). Fub. I» t f -U. 11111(a), added subsec 
to). 
Subsec CU Fub. L. f M I , 11111(b), added subsec 
Ctx 
ll*0-«Subsec CeXl). Fub. L tft-4H.1 105(b). insert-
ed reference to subsection (j) of thii section. 
Subsec. (aXl). Fub. L K-tW. |1*3. substituted 
•"such a quarter within the twelve-quarter period be-
ginning with the first quarter In which a payment la 
made to the 8tate pursuant to this paragraph, and (B) 
76 per centum of the turns expended during each suc-
ceeding calendar quarter" for "each quarter beginning 
en or after October 1. 1177, and ending before October 
8ubaac (dXI). Fub. 1» M-4t9, | Ml (a), added par. 
CI). 
Bubsee (gXIXB). Fub. L te~4H, |M4, substituted 
-January 1. 1978" for "October 1. 1*77" and "any cal-
endar quarter ending on or before December 11,1178" 
for "the calendar quarter ending oo December 11. 
l i rr . 
Subsec (J). Fub. L #6-411. |K)5(cXl)t gubttituted 
provisions relating to the adjustment of amounts de-
termined under subsec. (aXl) of this aection in accord-
ance with aection 1116m of this title for provisions re-
lating to orders for suspension of payment 
Bubtec. (n). Fub. L 14-419. |105(cX2). struck out 
"or la subject to a tuspension of payment order Issued 
tinder subsection (J)" following "section lll&cc of this 
title". 
Subeec (r). Fub. L M-2M added subsec (r). 
1179—Subsec (mXIXC). Fub. L 16-71 substituted 
"the date the entity qualifies as a heaJth maintenance 
organization (as determined by the Secretary)" for 
"the dale the entity enters Into a contract with the 
Bute under this subchapter for the provision of 
health services on a prepaid risk basis". 
1178—Bubsee. (mXIXB). Fub. L 15-151 struck out 
"shall be administered through the Assistant Secre-
tary for Health and In the Office of the Assistant Sec-
retary for Health, and the administration of such 
duties and functions" following "subparagraph (A).". 
Subeec. CmX2XBxiXl). Fub. L 1&-626 substituted 
"section 2&4txdXlXA)" for "section 247d(dXlXA)M. 
1177-Suhsec (aXIXB). Fub. L 15-142. I MXa), 
added provisions relating to notice to individuals tn a 
•ample group and provisions exempting notice respect-
ing confidential services from notice requirements. 
Bubsee. <aX8). Fub. L 15-142. 117(a). added par. (1). 
Former par. (g) was redesignated as (7). 
Bubsee (aX7). Fub. L 16-142. 117(a). redesignated 
former par. (6) as (7). 
Bubsee. (bXS). Fub. L lfr-142. 117(b). added par. (1). 
Bubsee (g). Fub. L IS-142. | XX*). tn par. (1) substi-
tuted MSub>ect to paragraph (1). with respect to" for 
•With respect to" and "by a per centum thereof (de-
termined under paragraph <$))" for "by 111 per 
eentum thereof', In par. (1) added "timely" preceding 
"sample onsite surveys", and added pars. (1) to (•). 
Bubsee (1X2). Fub. L. 16-142. | KcX2). added provi-
sions relating to noncompliance tinder sections 
U15cc<bX2) and Ul*e(aX2g) of this title. 
Bubsee. (mX2xA). Fub U 11-43. I lO&aXl). to revis-
ing the text incorporated former e l (1) (1) and (II) 
provisions tn the Introductory text relating to respon-
gfbillty for providing Inpatient hospital services and 
ether iaerrlbfd services, substituting "capitation 
basis- for "capitation risk basis" and Inserting the 
word "unless"; redesignated as d (1) former cL 01). 
substituting "has determined that the entity Is a 
health maintenance organisation" for "has not deter-
seined to be a health maintenance organisation''; and 
redesignated as el (U) former el (ill), substituting "leas 
than one-half of the membership of the entity consists 
etf Individuals who (I) are insured for benefiu under 
•art B of subchapter XVIII of this chapter or for 
benefiu under both parts A and B of such subchapter. 
er (IX) are eligible to receive benefiu under this sub-
chapter" for "more than one-half of the membership 
Of which eonsisu of Individuals who art Insured under 
parts A and B of subchapter XVTJI of this chapter er 
reciplenU of benefiu under this subchapter." 
Bubsee. (mX2XC). Fub. L. 15-13. 110fcaX2). substi-
tuted reference to subpar. "(AX11)" for "lAXilir wher-
ever appearing. 
Bubsee. (n). Fub. X* 15-142. f Kc). added subeec. (n). 
Bubsee*. (o). (p). Fub. 1* 11-142. 111(a). added sub-
sees, (o) and (p). 
Bubsee. (q). Fub. L. 15-142,117(e). added subeec (q). 
Errsvim DATE or 1M1 AMMWSSJIT 
Amendment by section l l l l (n) of Fub. L. 17-16. to 
eubsec. CaXSXB) of this aection, applicable to agree-
menu with Professional Standards Review Organisa-
tions entered Into on or after Oct. 1, 1181. aee aection 
SllS(o) of Fub. I* 17-15. aet out as an Effective Date 
of 1M1 Amendment note under section 1120c of this 
title. 
Amendment by section 2101(aX2) of Fub. L. 17-15, 
enacting subsec. (e). applicable only to services fur-
nished by a hospital during any accounting year begin-
ning on or after Oct. 1. 1181. aee aection 2101(c) of 
Fub. L. 17-35. aet out as an Effective Date note under 
section 1315uu of this title. 
Section 2113(b) of Pub. L. 17-15 provided that "The 
amendmenU made by subsection (a) (amending 
subsec. (gXIXA) of this section) shall apply to pay-
menu made to 8tates for calendar quarters >**f"^nf 
on or after October 1.1111." 
Amendment by section 2174(b) of Fub. L. 17-15 ap-
plicable to services furnished on or after Oct. 1. 1M1. 
eee aection 2174(c) of Pub. L. 17-35. aet out as an Ef-
fective Date of 1M1 Amendment note under section 
1116a of this title. 
Section 2103(bX2) of Fub. I* 17-15 provided that 
"The amendment made by paragraph (1) (adding 
subsec. (1X5) of this section) shall apply to amounu 
expended on or after October 1.1181." 
Section 2114(b) of Fub. L. 17-15 provided that "The 
amendmenU made by subsection (a) (adding subsec 
(1X6) of this section) shall apply to tests occurring oo 
or alter October 1.1181." 
Amendment by section 217Ka) of Fub. L. §7-15 to 
eubsec. (mXIXA). (2XA). (D). applicable with respect 
to services furnished, under a State plan approved 
under this subchapter, on or before Oct 1. 1M1. 
except that such amendmenU not applicable with re-
spect to services furnished by a health maintenance 
organization under a contract with a State entered 
Into under this subchapter before Oct. 1. 1M1. unless 
the organization requests that such amendmenU 
apply and the Secretary and the State agency agree to 
such request, see section 2178(c) of Fub. L. 17-15. set 
out as an Effective Date of 1M1 Amendment note 
under section UMa of this title. 
s>FSUift Dan or WO AsfBrssfBrr 
Section Ml(b) of Fub. U 14-411 provided that T h e 
amendment made by subsection (a) (amending subsec 
<d) of this section] shall be effective with respect to 
expenditures for services furnished on or after Octo-
ber i, m o . " 
SWFSLUIS Dan er 1177 AsfaorsafBrrs 
Amendment of eubsec CIX2) by section KcXl) of 
Fub. X* 15-142 effective Jan. 1.1171. see section Ke) of 
Fub. U 15-142, set out as an Effective Date note under 
section 1220e-l of this title. 
Bubsee. (n) effective with respect to contract*, agree-
menu. etc. made on and after the first day of the 
fourth month beginning after Oct SI. 1177. see sec-
tion Ke) of Fub. 1* 15-142. set out as an Effective Date 
note under section 13 20m-5 of this title. 
Section 10(b) of Fub. U 15-142 provided that T h e 
amendment made by subsection (a) (amending subsec 
(SKIKB) of this section) shall apply with respect to 
calendar quarters beginning after the date of the en-
StfUaent of thai Aet (Oct 15.11771." 
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Section 11(e) of Pub L 96-142 provided that: T h e 
amendment made by subsection (a) (adding aubaaca 
(o) and (p) of thii section) shall apply with respect to 
medical astlitanoe provided, under a State plan ap-
proved under title SIX of the Soda] Security Act (this 
subchapter), on and after January 1,197a." 
Section 17(eXl) of Pub. U #5-142 provided that' 
•The amendment made by subaecUon (a) (addlna 
subaec. CeX6) of thii eecUon and redesignating former 
subaec <aM6) of thij section as (aX7)) ahali apply with 
respect to calendar quartern beginning after Septam-
ber 10. 1977." 
Section 9(kc) of Pub. L 96-142, a* amended by Pub. 
L 95-292. 19(e), June II, 1971, 92 Stat 116. provided 
that: 
**<1) Except at provided In paragraph (2). the amend-
ment! made by thii secUon (amending fubaec. (f) of 
thii section and tecUon 1396a<aX26> of this UUe) ahall 
be effective on October 1. 1977. and the Secretary of 
Bealth, Education, and Welfare ahall promptly adjust 
payment* made to Statee under aection 1903 of the 
Social Security Act (this section) to reflect the 
changes made by eoch amendment*. 
"(2) The amount of any reduction to the Federal 
medical assistance percentage of a State, otherwise re-
quired to be Imposed under section 1903(gxi) of the 
Social Security Act (subaec. (f Ml) of this section) be-
cause of an unsatisfactory or invalid showing made by 
the State with respect to a calendar quarter beginning 
an or after January 1.1977, shall be determined under 
such aection as amended by this aection. Subpara-
graph (B) of pararraph (4) of section 1903(f) of such 
Act, as added by this aection (subaec. (f X4XB) of this 
aection), ahall apply to any showing made by a State 
under such section with respect to a calendar quarter 
beginning on or after January 1.1977." 
Section 10KaX3) of Pub L 95-83 provided that: 
"The amendments made by paragraph* (1) and (2) 
(amending this aection) ahall apply with respect to 
payment* under UUe XIX of the Social Security Act 
(this subchapter) to States for service* provided— 
-(A) after October I. 1976. under contracts under 
such UUe (thii subchapter) entered Into or renegoU-
ated after such date, or 
-(B) after the expiration of the ana-year period be-
ginning on such date, 
whichever occurs first" 
En suns DSTI or 1972 Astaaseuar 
Section 949B of Pub. L 92-603. as amended by Pub. 
L 96-266. | 6. Aug. 7.1974. 66 8ut 422; Pub. L 96-63. 
UUe Til. 1609(b). Aug 1.1977.91 Stat. 696. provided In 
part that the enactment of par. (4) of aubaec (a) and 
the concurrent redeslgnaUon of former par. (4) as par. 
(6) by section 249B of Pub. L 92-603 shall be effective 
for the period beginning Oct 1,1972. and ending Sept 
90.1960. 
stsatean? FATMSWTS POO Lwsiur Basin Ssavjca 
Pacxtmss To Bs PAJD EnnasxT rr Psnsaui 
Powaa; Ezcxosioa or Psnoarrs TO STATES in Con-
rwrsTioa or TAJMST AUOOWT or FsaaaAx Mxaicaza 
EiTsmjrvass 
Pub. L 97-92. | | 102. 116. Dae 16. 1961. 96 Stat 
1193. 1197, as amended by Pub. L 97-161. liar. 61, 
1962. 96 Stat 12. provided, for the period Dae 16, 
1961. to not later than Sept 90. 1962. that "Notwith-
standing section 1903(s) of the Social Security Act 
{subaec U) of this section), all medicaid payments to 
the Statee for Indian health service facilities as de-
fined by aection 1911 of the Soda) Security Act (sec-
tion 1696J of this UUe) shall be paid entirely by Peder 
a) funds, and notwithstanding aection 1903U) of the 
Soda) Security Act (aubaec. (t) of this aection), all 
medicaid payment* to the States for Indian health 
eerrtce fadliUes shall not be included In the eomputa-
tfcm of the target amount of Federal medicaid eapend-
PaotftnuaATio* or Raom-moiri roa bfruEBOBrrsTtov 
or AMXjnmurrs rr Samoa 17 or Pus. L 96-142. 
Section 17(eX2) of Pub. L 95-142 required the Secre-
tary of Bealth, EducaUon. and Welfare to establish 
regulation*, not later than 90 days after Oct 95.1977, 
to carry out the amendments made by section 17 
(amending sections 1395b-l and 1696b of this title). 
See section 1602 of this UUe. 
Dsrsajuu. or IscnjuBrtATum or Damiitsi tw 
BLATGKXSO Puaaa 
Section 6 of Pub. L 95-69. June 90. 1977. 91 Stat 
956. provided that: "Notwithstanding the provisions of 
subaecUon (g) of section 1903 of the Social Security 
Act (subeec. (g) of this section), the amount payable to 
any State for the calendar quarters during the period 
commencing April 1. 1977. and ending September 90. 
1977. on account of expenditures made under a State 
plan approved under UUe TJX of such Act (this sub-
chapter), shall not be decreaaed by reason of the ap-
plication of the provUion* of such subaecUon with re-
spect to any period for which such State plan was m 
operation prior to April 1,1977." 
Samoa RSWZSJUED TO W Oraa Sacnoars 
This section si referred to to sections 632a. 643,1315. 
1696a. 1696n of this UUe, 
119944. DeJl»Jtftoa» 
For purpoaea of this subchapter— 
(a) Medical aaaistajiee 
The term "medical assistance" means pay-
ment of part or all of the coat of the following 
care and services (if provided in or after the 
third month before the month in which the re-
cipient makes application for assistance) for In-
dividuals, and, with respect to physicians' or 
dentists' services, at the option of the State, to 
individuals (other than individuals with respect 
to whom there is being paid, or who are eligible, 
or would be eligible if they were not in a medi-
cal institution, to have paid with respect to 
them a Bute supplementary payment and are 
eligible for medical assistance equal in amount, 
duration, and acope to the medical assistance 
made available to individuals described in aec-
tion 1396a(aX10XA) of this UUe) not receiving 
aid or assistance under any plan of the State 
approved under subchapter I, X, XTV, or XVI, 
or part A of subchapter IV, and with respect to 
whom supplemental security income benefits 
are not being paid under subchapter XVI of 
this chapter, who are-
CD under the age of 21, or, at the option of 
the 8tate. under the age of 30,19, or 18 as the 
State may chooee, or any reasonable category 
of such individuals. 
CO) relaUves specified in aecUon 606<bXl) of 
this UUe with whom a child is living if such 
child is (or would, if needy, be) a dependent 
child under part A of subchapter IV of this 
chapter, 
Use main edition /orUztaf(iii)to twiM 
but whoae income and raaouroaa ire insufficient 
to meet ail of such enst— 
t£ee maim $d ition M atef of </>) 
(tXA) outpatient hospital service* sad (B) 
consistent with Bute law permitting such 
strvloca, rural health clinic serrleee (as de-
1 9 8 4 b U p p . 
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quarter* beginning on or after October l t 1004. with-
out regard to whether or not fin*] refutations to carry 
out such amendments have bten promulgated by ouch 
-(1) In the ease of a 8 u u pUn for medical assist-
ance under UUe XIX of the Social Security Act tlhia 
oubchapterl which the Secretary of BeaJth and 
Human Services determlnet require* Bute legislation 
In order for the plan to meet the additional require-
menu Imposed by the aroendmenu made by thii sec-
tion, the State plan ahall not be refmrded aa faJlinf to 
'comply with the requirement* of such UUe aolely on 
the basis of IU faUure to meet these addiUona] re-
quirements before the first day of the first calendar 
quarter beginning after the dose of the first regular 
eetalon of the Sute legislature that begins after the 
slat* of the enartroent of this Act (July If. 1164)." 
Section 1362 b) of Fub. V 06-166 provided that: 
T h e amendment made by subsection (a) Cad dint 
oubaec. (e*4> of this section) shall apply to children 
born on or after October 1.1014.** 
Amendment by section 336J(aXl) of Pub. U 00-460 
applicable to calendar quarters beginning on or after 
July 11. 1084. etcept that, m the case of Individuals 
admitted to alUlied nursing faciliUes before that date, 
the amendment ahall not require reeertificaUons 
sooner or more frequenUy than were required under 
the law In effect before that date, see section 1363(c) 
of Pub L 06-469. set out as a not* under section 1196b 
of this UUe. 
Section 1367(c) of Pub X* 06-160 provided that: 
"(1) Except as provided in paragraph (1), the amend-
soenU made by this section (amending sections 1103a 
and 1106k of this UUe) shall become effective oo Octo-
ber 1,1004. 
~cl> In the case of a Sute plan for medical assist-
ance under UUe XIX of the Social Security Act I this 
subchapter) which the Secretary of Health and 
Human Services determines requires Sute legislation 
to order for the plan to meet the additional require-
ment Imposed by the amendment* made by this sec-
tion, the Sute plan shall not be retarded as failing to 
comply with the requirements of such UUe solely on 
the basts of IU failure to meet this additional require-
ment before the first day of the first calendar quarter 
beginning after the dose of the first regular session of 
the Sute legislature that begins after the slate of the 
enactment of this Art [July 16.10641." 
Section 1166(c) of Pub. U 00-160 provided that: 
"The amendments made by this section (amending 
oubaec. (eX16) and (11) of this section) shall become 
effective en the date of the enactment of this Act 
(July It. 19041.* 
poa Prrcsutaxc Rocrmi, SBVKBB Pa 
Section 9166 of Pub. 1» 00-160 provided that: T h e 
provision* of section lOOKaKU) of the Soda! Security 
Art (43 U-SC U06a(aXU». In so far as they require a 
reduction of the amount of payment otherwise to be 
saade to a public psychiatric hospital due to the level 
of care received In such hospital, shall not apply to 
payment* to hospitals before July 1,1065. and such a 
ted action made for peymenu during the 11-month 
period ending June 10.1066. and during the 11-month 
period ending June 10. 1067, ahall be ODt-third and 
two-third*, respectively, of the amount of the reduc-
tion which would have boon mode without regard to 
sstoa*roanrsj OP sUsroLSTeet Amosrt rr SsnurraaY 
taction OTKc) of Pub 1* 16-100 provided that 
-<1) The Secretary of BeaJth and Buman Services 
Ohall sot tale any compliance, disallowance, penalty, 
or other regulatory action against a S u u during the 
moratorium period isorrlbsd to paragraph CD by 
reason of ouch l u u ' i pUn under UUe X2X of the 
Social Security Act 161 VM.C. 1196 et SOQ ) being de-
termined lo be to flolaUofi of section 
ISOKexieXCXlxmi sf ouch Act 141 © A C 
Ue6afeMl0xCxixm» on account of ouch plan's 
having a standard or methodology which the Secre-
tory interpret* as being leas restrictive than the stand-
ard or methodology required under such section. 
**<!> The moratorium period Is the period beginning 
on the date of the enactment of this Act (July 16. 
1164) and ending 11 months after the date on which 
the Secretary submit* the report required under para-
graph (l). 
**<!) The Secretary shall report to the Congress 
within 12 months after the date of the enactment of 
this Act (July 16. 1164) with respect to the appropri-
ateness, and impact on Sutes and recipient* of medi-
cal aasUUnct. of applying stondards and methodolo-
gies utilized in cash aasisUnce programs to those re-
cipient* of medicaJ assistance who do not receive cash 
assistance, and any recommendations for changes to 
ouch requiremenu 
M<4) Ho provision of law shall repeaJ or suspend the 
moratorium Imposed by this subsection unless ouch 
provision specifically amends or repeais this subsec-
tion." 
ftocnox to at OnDDt Sscnosrs 
This section It referred to In sections lOOe-17. 90S. 
1115. 1320a-7s, 11821. U05v. l!05cc. 110511. 1106b. 
1106c. 1306d. 1106g. 11061 11061. 11 Mix 1106o. 6716. 
#022.6042 of this UUe. 
• imb. Payment to States 
CSee main edition far text cu (a) to (/)) 
Cf) Decrease In Federal medical assistance percentage 
of amounts paid for services furnished smder 
SUU plan after June 16,1171 
(1) Subject to paragraph (3). with respect to 
amounts paid for the following services fur-
nished under the State plan after June 10.1971 
(other than services furnished pursuant to a 
contract with a health maintenance organiza-
tion as defined In section 1395mm of this UUe 
or which Is a qualified health maintenance or-
ganization (as defined In section 300e-9<d) of 
this Uiie))t the Federal medical assistance per-
centage ahall be decreased as follows: After an 
individual has received Inpatient hospital oerv-
Ices or Intermediate care facility services for SO 
days, skilled nursing facility services for 90 
days, or inpatient mental hogpital services for 
90 daya (whether or not such days are eonoecu-
Uve). during any fiscal year, the Federal medi-
cal assistance percentage with respect to 
amounts paid for any ouch care furnished 
thereafter to ouch Individual ahall be decreased 
by a per centum thereof (determined under 
paragraph (6)) unless the Bute agency respon-
sible for the administration of the plan makes a 
showing satisfactory to the Secretary that, with 
respect to each calendar quarter for ahich the 
S u u submits a request for payment at the full 
Federal medical assistance percentage for 
amounts paid for inpatient hospital eerrloea, 
skilled nursing facility services, or intermediate 
eare facility services furnished beyond 90 days 
(or Inpatient mental hospital services furnished 
beyond 90 days), such State has an effective 
program of medical review of the eare of pa-
UenU In mental hospitals, skilled nursing facili-
Ues. and Intermediate eare faciliUes pursuant 
to paragraphs (96) and (31) of oection 1196a(a) 
Of this UUe whereby the professional manage-
ment of sach esse is reviewed and evaluated at 
least y"»»*"y by Independent professional 
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review learns. In, determining the number of 
days on which an individual has received serv-
ices described in this subsection, there shall not 
be counted any days with respect to which such 
Individual Is entitled to have payments made (in whole or in part) on his behalf under sec* 
tion 1395d of this UUe. 
ISee main edition for text of it) and (3)1 
14) tSee main edition for text of U)1 (B) The Secretary shall find a showing of a 
State, with respect to a calendar quarter under 
paragraph (1). to be satisfactory under such 
paragraph with respect to the requirement that 
the State conduct annual onsite inspections In 
mental hospitals, skilled nursing facilities, and 
Intennediate care facilities under paragraphs (26) and (31) of section 1396a(a) of this title. If 
the showing demonstrates that the State has 
conducted such an onsite inspection during the 
12-month period ending on the last date of the 
calendar quarter— 
(i) in each of not less than 98 per centum of 
the number of such hospitals and facilities re-
quiring such inspection, and (11) in every such hospital or facility which 
has 200 or more beds, 
and that, with respect to such hospitals and fa-
cilities not inspected within such period, the 
Slate has exercised good faith and due dili-
gence in attempting to conduct such inspection, 
or if the State demonstrates to the satisfaction 
of the Secretary that it would have made such 
a showing but for failings of a technical nature 
only. 
(See main edition for text of (5)1 
(6HA) Recertifications required under section 
1396a(aX44) of this title shall be conducted at 
least every 60 days In the case of Inpatient hos-
pital services. (B) Such recertifications in the case of skilled 
nursing facility services shall be conducted at 
least— (1) 90 days after the date of the Initial certi-
fication, 
<ii) 60 days after the date of the Initial cer-
tification, (ill) 90 days after the date of the Initial cer-
tification, and (iv) every 60 days thereafter. 
(C) Such recertifications In the case of Inter-
mediate care facility services shall be conducted 
at least— (I) 60 days after the date of the Initial certi-
fication, (II) 160 days after the date of the Initial cer-
tification, (ill) 12 months after the date at the Initial 
certification, (Iv) 16 months after the date of the Initial 
certification, (v) 24 months after the date of the Initial 
certification, and (vi) every 12 months thereafter. 
CD) For purposes of determining compliance 
with the schedule established by this para-
graph, a recertification shall be considered to 
have been done on a timely basis If It was per-
formed not later than 10 days after the date 
the recertification was otherwise required and 
the State establishes good cause why the physi-
cian or other person making such recertifica-
tion did not meet such schedule. (7) It is the duty and responsibility of the 
Secretary to assure that standards which 
govern the provision of care In skilled nursing 
facilities and intermediate care facilities under 
plans approved under this subchapter, and the 
enforcement of such standards, are adequate to 
protect the health and safety of residents and 
to promote the effective and efficient use of 
public moneys. 
{See main edition for text of(h)l 
(I) Payment for terrket performed alter December 
•1,1972; restrictions 
Payment under the preceding provisions of 
this section shall not be made— 
ISee main edition for text of(l) to (5)1 
(6) with respect to any amount expended 
for inpatient hospital tests (other than in 
emergency situations) not specifically ordered 
by the attending physician or other responsi-
ble practitioner; or (7) with respect to any amount expended 
for clinical diagnostic laboratory tests per-
formed by a physician, independent laborato-
ry, or hospital, to the extent such amount ex-
ceeds the amount that would be recognised 
under section 13951(h) of this tiUe for such 
tests performed for an individual enrolled 
under part B of subchapter XVIII of this 
chapter. 
tSee main edition for text of (J) to (1)1 
(m) "Health maintenance organisation** defined; 
duties and functions of Secretary; payments to 
States; provisional determination of status by 
Slate 
[See main edition for text of (1)1 
(2KA) Except as provided In subparagraphs (B) and (C), no payment shall be made under 
this subchapter to a State with respect to ex-
penditures incurred by it for payment (deter-
mined under a prepaid capitation basis or under 
any other risk basis) for services provided by 
any entity which Is responsible for the provi-
sion of Inpatient hospital services and any 
other service described in paragraph (2), (3). (4). (5), or (7) of section 1396d(a) of this UUe or 
for the provision of any three or more of the 
services described in such paragraphs unless— 
ISee main edition for text of (I) to (v)l 
(vi) such contract (I) except as provided 
under subparagraph (F), permits Individuals 
who have elected under the plan to enroll 
with the entity for provision of such benefits 
to terminate such enrollment without cause 
as of the beginning of the first calendar 
month following a full calendar month after 
the request is made for such termination, and (II) provides for notification of each such in-
dividual, at the time of the individual's enroll-
PagtT99 TITLE 42-THE PUBLIC HXALTH AND WELFARE 91994b 
merit, of such right to terminate such enroll* 
meet; and 
tSee main edition for text of(vii)) 
CB) Subparagraph (A) does not apply with re-
spect to payments under this subchapter to a 
Btate with respect to expenditures incurred by 
It for payment for services provided by an 
entity which— 
(1X1) received a grant of at least $100,000 in 
the fiscal year ending June 30, 1976. under 
section 254tXdXlXA) or 254c(dXl) of this 
title, and for the period beginning July 1. 
1976. and ending on the expiration of the 
period for which payments are to be made 
under this subchapter ha* been the recipient 
of a grant under either such section; and 
(II) provides to its enrollees. on a prepaid 
capiUtlon risk basis or on any other risk 
basis, all of the services and benefits de-
scribed in paragraphs (1). (2). (3). (4XC). and 
(5) of section 1396d(a) of this title and. to the 
extent required by section 1396a(aX13XAXli) 
of this title to be provided under a Bute plan 
for medical assistance, the services and bene-
fits described in paragraph (7) of section 
1396d(a) of this UUe; or 
t£ee main edition for text of(ii) and (iii)l 
(C) Subparagraph (AXii) shall not apply with 
respect to payments under this subchapter to a 
Bute with respect to expenditures incurred by 
It for payment for services by an entity during 
the three-year period beginning on October 9. 
1976. or beginning on the date the entity quali-
fies as a health maintenance organization (as 
determined by the Secretary), whichever occurs 
later, but only if the entity demonstrates to the 
satisfaction of the Secretary by the submission 
of plans for each year of such three-year period 
that It Is making continuous efforts and 
progress toward achieving compliance with sub-
paragraph (AXil). 
(See main edition for text of (D)] 
CE) In the case of a health maintenance orga-
nfzaUon that— 
(I) is a nonprofit organisaUon with at least 
25.000 members. 
Cii) is and has been a qualified health main-
tenance organization (as defined in section 
*00e-9<d) of this UUe) for a period of at least 
four years. 
Ciii) provides basic health services through 
members of the staff of the organization. 
(iv) is located in an area designated as medi-
cally underserved under section 900e-l(7) of 
this UUe. and 
(v) previously received a waiver of the re-
quirement described in subparagraph (AXil) 
under socUon 1315 of this UUe. 
the Secretary may modify or waive the require-
ment described in subparagraph (AX 11) but only 
If the Secretary determines that special circum-
stances warrant such modification or waiver 
and that the organization has taken and Is 
taking reasonable efforts to enroll individuals 
who are not enUUed to benefits under the SUte 
plan approved under this subchapter or tmder 
subchapter XVIII of this chapter. 
(PXi) In the case of a contract with a health 
maintenance organization described in clause 
(11), a SUte plan may restrict the period In 
which requests for termination of enrollment 
without cause under subparagraph (AXviXI) 
are permitted to the first month of each period 
of enrollment, each such period of enrollment 
not to exceed six months in duration, but only 
if the SUte provides notification, at least twice 
per year, to individuals enrolled with such orga-
nization of the right to terminate such enroll-
ment and the restriction on the exercise of this 
right. Such restriction shall not apply to re-
quests for termination of enrollment for cause. 
(11) A health maintenance organization re-
ferred to in clause (1) Is an organization which— 
(I) is a qualified health maintenance organi-
sation (as defined in section 300e-9(d) of this 
UUe) or a health maintenance organizaUon 
which is receiving (and has received during 
the previous two years) a grant of at least 
9100.000 under section 254tXdXlXA) or 
254c<d)(l) of this UUe or is receiving (and has 
received during the previous two years) at 
least 9100.000 (by grant, subgrant. or subcon-
tract) under the Appalachian Regional Devel-
opment Act of 1965. and 
(II) meeU the requirement of subparagraph 
(AXli). 
(See main edition for text of (JV («> to (r)J 
(s) Repealed. Pub. L. 97-35, thle XXI, llUKcXl). 
Aug. 13,1981. 95 8ut 805, as amended by Pub. L» 
97-248, UUe I, 9 137(aX2), Sept 3, 1982, 96 8<at 
S76 
(t) Repealed. Pab. L. 97-35. UUe XXI. 921Sl(eX2), 
Aug. 13.1981.95 But 905. as amended by Pub. L. 
97-24*. UUe 1, 913?(sX2). Sept 3. 1982, 96 Stat 
976 
ISee main edition for text of (*)] 
(Aug. 14. 1935. ch. 531. UUe XIX. 11903. as 
added July 90. 1965. Pub. L. 59-97. UUe L 
1121(a). 79 Stat. 949. and amended Jan. 2.1963. 
Pub. L. 90-248. UUe II. II 220(a). 222(c). (d). 
225(a). 229(c). 241(fX5). 61 6tat. 698. 901. 902. 
904. 917; June 28. 1968. Pub. L. 90-364. UUe III. |303(aXl). 92 6tat. 274; Aug. 9. 1969. Pub. L. 
91-66. | 2(a). 53 Stat. 99; Oct 90. 1972. Pub. L. 
92-503. UUe II. II 207(a). 221(cX6). 224(c). 225. 
226(e). 229(c). 230. 233(c). 235(a). 237(aXl). 
I49B. 276(bXl). (6). (16). 290. 295. 299E(a). 56 
8Ut. 1379. 1380. 1389. 1395. 1396. 1404. 1410. 
1411. 1414. 1415. 1453. 1454. 1457. 1459. 1462; 
July 9. 1973. Pub. L. 93-66. UUe H. I 234(a). 67 
Stat. 150; Dec. 91. 1973. Pub. X* 93-233. | | 13(aXll). (12). ll(rMv), (xX5). (6). (yXl). 57 
8Ut. 963. 971-973; Dec 31.1976. Pub. L> 94-162. 
UUe I. | | U(Xa). 111(b). 59 Stat. 1054; Oct 5, 
1976. Pub. L. 94-460. UUe II. 1202(a). 90 Stat 
1957; Oct 19. 1976. Pub. L. 94-552. 11. 90 B u t 
S640; Aug. 1. 1977. Pub. L. 95-53. UUe X, 
1105(aXl). (2). 91 B u t 554; Oct 26. 1977. Pub. 
L. 95-142. | | 3(cX2). 9(c). 10(a). 11(a). 17(aMO. 
KXa). 91 BUt 1179. 1195. 1196.1201.1205; Nov. 
1, 1979. Pub. X* 95-559. 114(c). 92 6 U t 2141; 
Nov. 10.1976. Pub. L. 95-526. UUe 1.1102(bX9). 
#2 BUt 9551; Oct. 4. 1979. Pub. L. 96-79. UUe I. 
1119. 93 BUt 929; Oct 7, 1950. Pub. I* 95-595. 
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title XX. 1901, N But . 1609; Dec. B. 1980, Pub. 
U 94-499. title DC, 11905(b), <c>, 961(a), 963. 
964. 94 BUt. 2618, 9650. 2651; Aug. 13. 1981. 
Pub. L. 97*35. title XXI, | | 2101(a)(2). 
t l03(bXl) . 2106(bK3), 2113(n), 2161. 2163. 
2164(a). 2174(b). 2176(a), 2163(a), 95 BUt. 766. 
783. 792, 795, 603-606, 909. 613. 816; Bept. 9. 
1982. Pub. L 97-248. title I, | | 133(a). 137(aXl), 
(2). (b)(UM16). (27). (f) , 146(b). 96 8Ut . 673. 
176, 376. 379. 381, 394; Jan. 12. 1983. Pub. L. 
97-448. title III, | 309(bX16), 96 BUt. 2409; July 
16. 1984. Pub. L. 96-369. tfiv. B, title III. | |2303(gX2) . 1363(aX2). (4). (b), 1364. 
1373(bXl lMH). 98 B u t . 1066. 1106. 1107, 1111. 
1112; Nov. 9. 1964. Pub. I* 96-617. |9 (aX6) . 96 
BUU 1295.) 
lUraawcsa in Tkrr 
Part A of subchapter IV of this chapter, referred to 
In subsecs. (a) and Cf), to classilied to taction 601 tt 
•eq of this UUe. 
Part B of subchapter XVIII of this chapter, referred 
to in subsecs. <a>, (b). (i). and (m). to classified to sec-
Uon 1395J et seq of this UUe. 
The Appalachian Regional Development Act of 1965. 
referred to In subsec. <mX2XBXli). (PKU), to Pub. L 
99-4. Mar. 9. 1965. 79 8tat. 5, aa amended, which to aet 
out in the Appendix to Title 40. Public Buildinfi. 
Property, and Work*. Por complete damnification of 
this act to the Code, tee Table*. 
IPM-Bubsec (f XI). Pub. L 96-369. I 2263<aX2XA). 
CB), In provision preceding subpar. (A), substituted 
"Inpatient hospital services or intermediate care facili-
ty services for 90 days, aitilled nurslnt facility services 
for 30 days, or inpatient mental hospital services for" 
for "care as an inpatient in a hospital (including an in-
stitution for tuberculosis), akilled nurslnt facility or 
intermediate care facility on 60 days, or in a hospital 
for mental diseases on", and struck out "which for 
purposes of this section means the four calendar quar-
ters endins with June 30" before "the Federal medical 
assist inre percentage". and struck out "in the same 
fiscal year" before "shall be decreased by a per 
oentum thereof. 
Pub. L. 98-369. I 2383(aX2XC). substituted ". skilled 
nursing facility services, or intermediate care facility 
services furnished beyond 60 days (or inpatient mental 
hospital services furnished beyond 90 days), such 
Bute has an effective program of medical review of 
the care of patients in mental hospitals, akilled nurs-
tnt facilities, and intermediate care facilities pursuant 
to paragraphs (28) and (31) of section l!96a*a) of this 
title whereby the professional manacement of each 
case to reviewed and evaluated at least annually by in-
dependent professional review teams" for "(including 
tuberculosis hospitals), skilled nursing facility services. 
or intermediate care facility services furnished beyond 
60 dsys (or Inpatient mental hospital services fur-
nished beyond 90 dsys). there to In operation In the 
Bute an effective program of control over utilisation 
of such services, such s showing must Include evidence 
that—** and former subpart (A) through (D) require-
ment for evidence concerning an effective program of 
utilisation of certain medical services. 
Bubsec. <gX4XB). Pub. L 96-969. 12379(0X11). sub-
stituted "paragraphs (36)" for "paragraph (99)" and 
-diligence" for "deligence". 
Bubsec. (SX6) Pub. U 96-969.12963(aX4). In amend-
ing par. (I) generally, substituted provisions relating 
to recertlfications for provisions relating to reports to 
Congress concerning Secretary's determination and 
review of showing respecting any decrease of Federal 
medical assist snne percentage of amounts paid for 
Bubsec. (gX7). Pub. I* 96-669,12963(b). as amended 
by Pub. I» 96-617,19UX9). added par. (7X 
Bubsec (1X7). Pub. L. 99-969.12303(gX2). added par. 
C7). 
Bubsec. (mXIXAXvl). Pub. L. 96-969. 12364(1), 
added "escept as provided under subparagraph (P),** 
after ••«)••. 
Bubsec (mX2XBXiXI). Pub. L. 96-369. 
12373<bX12xA), (C). struck out "(II)" before "for the 
period" and substituted "period" for "peroid". 
8ubsec. (mxaxBXiXH). Pub. I* 96-969. |2373(bX12XB), substituted "of section 1996d(a) of 
this UUe" for "of such section". 
Bubsec. (mX2MC). Pub. L. 96-969. |2373<bX13), re-
aligned margin of subpar. (C). 
Bubsec. (mX2HE). (P). Pub. L. 99-969. 12364(2). 
added subpars. (E) and (P). 
Bubsec. (SK3XB). Pub. U 96-969. lOTKbXM). sub-
stituted "non Federal" for 'nonfederal". 
Errsciita DATT or 1994 AstUDatasrs 
Amendment by Pub. L. 96-617 effective as If origi-
nally Included in the Deficit Reduction Act of 1964. 
Pub. U 98-369. see section 3(c) of Pub. L. 96-617. set 
out as a note under section 1395f of this title. 
Amendment by section 3303(gX2) of Pub. L. 96-969 
applicable to payments for calendar quarters begin-
ning on or after Oct. 1,1934. but not applicable to clin-
ical diagnostic laboratory tests furnished to inpatients 
of a provider operating under a waiver granted pursu-
ant to section 402(a) of Pub. L. 96-21. set out as a note 
under section 1395y of this UUe, see section 2303(JX2) 
and (3) of Pub. L. 96-969, set out as a note under sec-
tion 13951 of this UUe. 
Section 2363(c) of Pub. L. 96-369 provided that 
•The amendments made by subsection (a) (amending 
sections 1396s and 1396b of this Utle] apply to calen-
dar quarters beginning on or after the date of the en-
actment of this Act (July 18,19643. escept that. In the 
case of Individuals admitted to skilled nursing facili-
ties before such date, the amendments made by such 
subsection shall not require recertifications sooner or 
more frequently than were required under the law In 
affect before such date." 
Brisci it i D a n or 1962 Asfrraoorr 
Amendment by section 197(sXl). (2) of Pub. L. 
97-248 effective as If originally included In the provi-
sion of the Omnibus Budget Reconciliation Act of 
1981, Pub. L. 97-35. to which such amendment relates. 
see section 137(dXl) of Pub. L. 97-248. set out as a 
note under section 1996a of this UUe. 
sVfSLim DATI or 1961 Asmmatuir 
BscUon 216KCX1) of Pub. L. 97-66. as amended by 
section 137UX2) of Pub. I* 97-248. provided in part 
that repeal of subeec. (s) to effective for calendar quar-
ters beginning on or after Oct 1.1984. 
Section 216KCX2) of Pub. U 97-35. as amended by 
section 127(aX2) of Pub. L. 97-246. provided In part 
that repeal of subsection (t) to effective after pay 
stents for the first quarter of fiscal year 1985. 
919944 DeftsuHlott* 
For purpose* of this subchapter— 
(a) Medkai sstfctaj** 
The term "medical assistance" means pay-
ment of part or all of the cost of the following 
care and services (If provided In or after the 
third month before the month In which the re-
cipient makes application for assistance) for In-
dividuals, and, with respect to physicians' or 
dentists' services, at the option of the Bute, to 
Individuals (other than Individuals with respect 
to whom there Is being paid, or who are eligible. 
or would be eligible If they were not In a medi-
«ml Institution, to have paid with respect to 
• 1*** TITLE O-THZ FUBUC REALTB AND WELFARE Fife MO 
tenon Barman to m Ona* tacnoas 
This section b referred to In section! 300e-17. 103. 
1315. 1370a-7a. 11821. llftSv. 1305cc. 13SSU. 11Mb. 
UMc. i3**d. IJWf UNI Mfrti. IIMn. lIHo. €733. 
•022. 0042 OX this UUt. 
• 13K*. hjrwet * tote 
t£ee mo<* edition for text of (e> !o (/» 
If) DetTvaat In Federal atediea! assistance percentage 
•/ amount* said for eerrfcet furnishes1 ander 
Suit *4an after June 30. It7l 
(1) 6ubjecl to paragraph (S). with respect to 
amount* paid for the foilomlng services fur-
nished under the State plan after June 30,1073 (other than services furnished pursuant to a 
contract with a health maintenance organixa-
tion as defined in section 1395mm of this title 
or which Is a qualified health maintenance or-
ganization (as defined in section 300e-9(d) of 
this title)), the Federal medical assistance per-
centage shall be decreased as follows: After an 
Individual has received inpatient hospital serv-
ices or intermediate care facility services for 00 
days, skilled nursing facility services for 30 
days, or inpatient mental hospital services for 
00 days (whether or not such days are consecu-
tive), during any fiscal year, the Federal medi-
cal assistance percentage with respect to 
amounts paid for any such care furnished 
thereafter to such individual shall be decreased 
by a per centum thereof (determined under 
paragraph (5)) unless the State agency respon-
sible for the administration of the plan makes a 
ahoming satisfactory to the Secretary that, with 
respect to each calendar quarter for which the 
6tate submits a request for payment at the full 
Federal medical assistance percentage for 
amounts paid for Inpatient hospital services, 
akilled nursing facility services, or intermediate 
care facility services furnished beyond 60 days 
Cor inpatient mental hospital services furnished 
beyond 00 days), such Bute has an effective 
program of medical review of the care of pa-
tients in mental hospitals, akilled nursing facili-
ties, and intermediate care facilities pursuant 
to paragraphs (26) and (31) of section 1306a(a) 
of this title whereby the professional manage-
ment of each case is reviewed and evaluated at 
least annually by Independent professional 
review teams. In determining the number of 
days on which an individual has received serv-
ices described in this subsection, there shall not 
be counted any days with respect to which such 
Individual Is entitled to have payments made (in whole or In part) on his behalf tinder sec-
tion 130&d of this UUe. 
Use **<» edition fin Uxt of (J) and c J» 
M) ISet main edition for Uxt of LA)) 
IB) The Secretary shall find a showing of a 
State, with respect to a calendar quarter under 
paragraph (1), to be satisfactory under such 
paragraph with respect to the requirement that 
the Bute conduct annual onslte Inspections In 
mental hospitals, skilled nursing facilities, and 
intermediate care facilities under paragraphs 
ISO) and (31) of section 1306a(a) of this UUe. If 
the showing demonstrates that the Bute has 
conducted such an onsJte Inspection during the 
13-month period ending on the last date of the 
calendar quarter— 
(i) in each of not less than OS per centum of 
the number of such hospitals and faciliUes re-
quiring such inspection, and (ii) in every such hospital or facility which 
has 300 or more beds. 
and that, with respect to such hospitals and fa-
cilities not inspected within such period, the 
Bute has exercised good faith and due dili-
gence in attempting to conduct such InspecUon, 
or if the State demonstrates to the satisfacUon 
of the Secretary that It would have made such 
a shoaing but for failings of a technical nature 
only. 
ISet main edition for Uxt of (1)1 
(OKA) Recertlfications required under section 
13P6a<aX44) of this UUt shall be conducted at 
least every 00 days in the case of inpatient hos-
pital services. 
(B) Such recertif JcaUons in the case of skilled 
nursing facility services ahall be conducted at 
least— 
(I) 30 days after the date of the Initial eerti-
ficaUon. 
(ii) 60 days after the date of the Initial cer-
tification. 
(ill) 00 days after the date of the Initial cer-
tification, and 
(i?) every 60 days thereafter. 
(C) Such recertlfications in the case of Inter-
mediate care facility services shall be conducted 
at least— 
(I) 60 days after the date of the Initial certi-
fication. 
(II) 160 days after the date of the Initial cer-
tification, 
(ill) 13 months after the date of the initial 
certification, 
(lv) 10 months after the date of the Initial 
certification, 
(v) 34 months after the date of the Initial 
certification, and 
(vi) every 13 months thereafter. 
CD) For purposes of determining compliance 
with the schedule established by this para-
graph, a recertif icaUon shall be considered to 
have been done on a timely ba&is if it was per-
formed not later than 10 days after the date 
the recertification was otherwise required and 
the State establishes good cause why the physi-
cian or other person making such recertifica-
tion did not meet such schedule. 
(!) It fc the duty and responsibility of the 
Secretary to assure that standards which 
govern the provision of care In skilled nurtlng 
facilities and intermediate care faciliUes under 
plans approved under this subchapter, and the 
enforcement of such standards, are adequate to 
protect the health and aafety of residents and 
to promote the effective and efficient use of 
public moneys, 
Ute mala edition for Uxt of CA>1 
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(I) Payment for etf*ieee performed alter December 
3l.lt71;tm4rktioas 
Payment under the preceding provisions of 
this section shall not be made-* 
ISet main edition for text of It) to (*>J 
(6) with respect to any amount expended 
for inpatient hospital tests (other than in 
emergency situations) not specifically ordered 
by the attending physician or other responsi-
ble practitioner; or (7) with respect to any amount expended 
for clinical diagnostic laboratory tests per-
formed by a physician, independent laborato-
ry, or hospital, to the extent such amount ex-
ceeds the amount that would be recognized 
under section 13951(h) of this title for such 
tests performed for an individual enrolled 
under part B of subchapter XVIII of this 
chapter. 
ISet main edition for text of if) to (1)1 
(m) "Health maintenance organisation** defined; 
duties and functions of Secretary; payments to 
States; provisional determination of status by 
State 
ISet main edition for text of (2)1 
(2XA) Except as provided in subparagraphs (B) and <C), no payment shall be made under 
this subchapter to a Bute with respect to ex-
penditures incurred by it for payment (deter-
mined under a prepaid capitation basis or under 
any other risk basis) for services provided by 
any entity which is responsible for the provi-
sion of inpatient hospital services and any 
other service described in paragraph (2). (3), (4). (5). or (7) of section 1396d(a) of this title or 
for the provision of any three or more of the 
services described in such paragraphs unless— 
UBee main edition for text of(i) to (*)) 
(vl) guch contract CI) except as provided 
under subparagraph (F), permits individuals 
who have elected under the plan to enroll 
with the entity for provision of such benefits 
to terminate such enrollment without cause 
as of the beginning of the first calendar 
month following a full calendar month after 
the request is made for such termination, and (II) provides for notification of each such in-
dividual, at the time of the individual's enroll-
ment, of such right to terminate such enroll-
ment; and 
ISet main edition for text of(vii)) 
(B) Subparagraph (A) does not apply with re-
spect to payments under this subchapter to a 
Bute with respect to expenditures inciured by 
It for payment for services provided by an 
entity which-(1X1) received a grant of at least $100,000 in 
the fiscal year ending June 30. 1976, under 
section IMtxdKlKA) or 254c(dKl) of this 
title, and for the period beginning July 1, 
1*76, and ending on the expiration of the 
period for which payments are to be made 
under this subchapter has been the recipient 
of a grant under either guch section; and 
(II) provides to its enrollees. on a prepaid 
capitation risk basis or on any other risk 
basis, all of the services and benefits de-
scribed in paragraphs (1). (3). (3). (4KC), and (5) of section 13»6d(a) of this title and. to the 
extent required by section 1396a(aX13XAXii) 
of this title to be provided under a State plan 
for medical assistance, the services and bene-
fits described in paragraph (?) of section 
13»6d(a) of this title; or 
ISet main edition for text of Hi) and (ttOJ 
(C) Subparagraph (AXii) shall not apply with 
respect to payments under this subchapter to a 
State with respect to expenditures incurred by 
it for payment for services by an entity during 
the three-year period beginning on October 6. 
1976. or beginning on the date the entity quali-
fies as a health maintenance organization (as 
determined by the Secretary), whichever occurs 
later, but only if the entity demonstrates to the 
satisfaction of the Secretary by the submission 
of plans for each year of such three-year period 
that it is making continuous efforts and 
progress toward achieving compliance with sub-
paragraph (AXii). 
ISet main edition for text of (D» 
(E) In the case of a health maintenance orga-
nization that— (i) is a nonprofit organisation with at least 
35.000 members. (ii) is and has been a qualified health main-
tenance organization (as defined in section 
300e-9(d) of this title) for a period of at least 
four years, (ill) provides basic health services through 
members of the staff of the organization. (iv) is located in an area designated as medi-
cally underserved under section 300e-l(7) of 
this title, and (v) previously received a waiver of the re-
quirement described in subparagraph (AXii) 
under section 1316 of this title. 
the Secretary may modify or waive the require-
ment described in subparagraph (A)(ii) but only 
if the Secretary determines that special circum-
stances warrant such modification or waiver 
and that the organization has taken and is 
taking reasonable efforts to enroll individuals 
who are not entitled to benefits under the State 
plan approved under this subchapter or under 
subchapter XVIII of this chapter. (FXi) In the case of a contract with a health 
maintenance organization described in clause (ii), a Bute plan may restrict the period in 
which requests for termination of enrollment 
without cause under subparagraph (AXviXl) 
are permitted to the first month of each period 
of enrollment, each such period of enrollment 
not to exceed six months in duration, but only 
if the Bute provides notification, at least twice 
per year, to individuals enrolled with such orga-
nization of the right to terminate such enroll-
ment and the restriction on the exercise of this 
right. Buch restriction shall not apply to re-
quesu for termination of enrollment for cause. 
(ii) A health maintenance organization re-
ferred to in clause (1) is an organization which— 
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CI) is a qualified health maintenance organ!-
tation (as defined In section 300e-9(d) of this 
Utle) or a health maintenance organization 
which is receiving (and has received during 
the previous two years) a grant of at least 
8100.000 under section 254b(dMlXA) or 
*54c(dXl) of this Utle or is receiving (and has 
received during the previous two years) at 
least $100,000 (by grant, subgrant. or subcon-
tract) under the Appalachian Regional Devel-
opment Act of 1965. and 
(ID meets the requirement of subparagraph (AXli). 
tSet main edition for text o/( JV (n) to (r)] 
(•) Repealed. Pub. L 97-45, title XXI. HUKcKl). 
Aug 13. 1981. 95 Sut. 805. as amended by Pub L 
97-248. Utle 1, 9 137(aK2), Sept S. 1982. 96 g u t 
876 
(t) Repealed. Pub. L. 97-35. title XXI. 92!€HcX2). 
Aug. 13.1981. 95 S u t 805. as amended by Pub. L. 
97-248, title I. 9l37(aM2). Sept 3, 1982. 96 S u t 
876 
(See main edition for text o/(t*)] 
(Aug. 14. 1935. ch. 631. Utle XIX. 11903. as 
added July 30. 1965. Pub. L. 89-97. Utle I, 
1121(a). 79 SUt . 349. and amended Jan. 2.1968. 
Pub. L. 90-248. title II. 11220(a). 222(c). (d). 
225(a). 229(c). 241(fX5). 81 But . 698. 901. 902. 
904. 917; June 28. 1968. Pub. L 90-364. Utle III. 
| 303(iKl), 82 SUt . 274; Aug. 9. 1969. Pub. L. 
91-56. | 2(a). 83 SUt. 99; Oct. 30. 1972, Pub. L. 
92-603. Utle II. If 207(a). 221(cX6). 224(c). 225. 
226(e). 229(c). 230. 233(c). 235(a). 237(aXl). 
249B. 278(bXl). (5). (16). 290. 295. 299E(a). 66 
SUt . 1379. 1380. 1389. 1395. 1396. 1404. 1410. 
1411. 1414. 1415. 1453. 1454. 1457. 1459. 1462; 
July 9. 1973. Pub. L. 93-66. Utle II. | 234(a). 67 
SUt . 160; Dec. 31. 1973. Pub. L. 93-233. 
II13UX11). (12). 16(rMv). (x>(5), (6). (yXl) . 87 
S U t 963. 971-973; Dec. 31. 1975. Pub. L. 94-182. 
Utle I. | | 110(a). 111(b). 89 SUt . 1054; Oct. 8. 
1976. Pub. L. 94-460. title II. I 202(a). 90 8 U t . 
1957; Oct. 18. 1976. Pub. L. 94-552. 11 . 90 SUt . 
2540; Aug. 1. 1977. Pub. L. 95-83. Utle I. 
1105UX1). (2). 91 B u t . 364; Oct. 25. 1977. Pub. 
L. 95-142. | | 3 ( c X 2 ) . 6(c). 10(a). 11(a). 17(aMO. 
20(a). 91 SUt . 1179. 1195. 1196. 1201. 1205; Nov. 
I. 1976. Pub. L. 95-559. 114(c). 92 SUt . 2141; 
Nov. 10. 1978. Pub. L. 95-626. UUe I. 1102(bX3). 
92 SUt . 3551; Oct. 4. 1979. Pub. L. 96-79. Utle I. 
1128. 93 SUt . 629; Oct. 7. 1980. Pub. L. 96-398. 
Utle IX. 1901. 94 SUt. 1609; Dec. 6. 1980. Pub. 
L. 96-499. Utle IX. II 905(b). (c). 961(a). 963. 
§64. 94 BUt. 2618. 2650. 2651; Aug. 13. 1961. 
Pub. I* 97-35. UUe XXI. | |2101(aX2) . 
3103(bXl). 2106(bX3). 2113(n). 2161. 2163. 
2164(a). 2174(b). 2176(a). 2163(a). 95 SUt . 786. 
76*. 792. 795. 803-806. 809. 813. 616; Sept. 8. 
1982. Pub. L 97-248. UUe I. II 133(a). 137(aXl). 
C3). (bXUM16) . (27). (g). 146(b). 96 SUt . 973. 
176. 378. 379. 881. 394; Jan. 12. 1963. Pub. L. 
97-448. Utle III. 1309(bXl6). 96 B u t . 2409; July 
16. 1984. Pub. L. 98-369. div. B. UUe III. 
| |2303(gX2) . 2363UX2). (4). (b). 2364. 
2373(bXllM14). 98 SUt . 1066. 1106. 1107. 1111. 
1112; Nov. 6. 1984. Pub. L. 98-617. |3 (aX6) . 96 
8 U L 8295.) 
fUmucucEt X* TEST 
Part A of subchapter TV of thif chapter, referred to 
In subsecs. <a) and (1). Is classified to section 601 et 
seq. of this title. 
Part B of subchapter XVIII of this chapter, referred 
to in subsecs. (a), (b). (I), and (m). It classified to sec-
tion 1395J et seq. of this UUe. 
The Appalachian Regional Development Act of 1965. 
referred to in subsec. <mX2MBxiJ), (FXli). is Pub. L 
69-4. Mar. 9. 1965. 79 6ut. 5. at amended, which is set 
out in the Appendix to TiUe 40. Public Buildings. 
Property, and Works. For complete eiassificaUon of 
this act to the Code, see Table*, 
Asuuiusuurrs 
1964-Bubsec. (gXl). Pub. I* 96-369. 12363(aX2XA). 
(B). in provision preceding subpar. (A), substituted 
"inpatient hospital services or intermediate care facili-
ty services for 60 days, skilled nursing facility services 
for SO days, or inpatient mental hospital services for" 
for "care as an inpatient in a hospital (including an in-
stitution for tuberculosis), skilled nursing facility or 
Intermediate care facility on 60 days, or in a hospital 
for mental diseases on", and struck out "which for 
purposes of this section means the four calendar quar-
ters ending with June SO." before "the Federal medi-
cal assistance percentage", and struck out "in the 
tame fiscal year" before "shall be decreased by a per 
centum thereof \ 
Pub L. 98-369. | 2363(aX2XC). substituted ", skilled 
nursing facility services, or intermediate care facility 
services furnished beyond 60 days (or inpatient mental 
hospital services furnished beyond 90 days), such 
Bute has an effective program of medical review of 
the care of patients in mentsJ hospitals, skilled nurs-
ing facilities, and intermediate care facilities pursuant 
to paragraphs (26) and (31) of section 1396a(a) of this 
UUe whereby the professional management of each 
ease is reviewed and evaluated at least annually by in-
dependent professional review teams" tor "(including 
tuberculosis hospitals), skilled nursing facility serv-
ices, or intermediate care facility services furnished 
beyond 60 days (or inpatient mental hospital services 
furnished beyond 90 days), there is in operation in the 
Bute an effective program of control over utilization 
of such services; such a showing must include evidence 
that—" and former subpars. (A) through (D) require-
ment for evidence concerning an effective program of 
utilisation of certain medical services. 
Bubaec. (gX4XB). Pub. L. 96-369. |3373(bXll). sub-
stituted "paragraphs (36)" for "paragraph (26)" and 
"diligence" for "deiigence". 
Bubaec. (gX6). Pub. L» 96-369.12363(aX4). to amend-
ing par. (6) generally, substituted provisions relating 
to recerUfications for provisions relating to reports to 
Congress concerning Secretary's determination and 
review of ahowing respecting any decrease of Federal 
medical assistance percentage of amounts paid for 
services. 
Bubaec. (gX7). Pub. U 96-369.13363(b). as amended 
by Pub. L. 98-617. | S(aX6). added par. (7). 
Bubaec (1X7). Pub. U 96-369.13303(gX3). added par. 
CD. 
Bubaec. (mXlXAXvl). Pub. L. 96-369. 13364(1). 
added "axoept as provided under subparagraph (F).~ 
after Mcir. 
Bubaec (mXSXBXJXl). Pub. U 96-369. 
13373(bX12XA). (C). struck out "(Or before "for the 
period" and substituted "period" for "ptrold". 
Bubaec. (mX2XBXiXH). Pub. L. 96-369. |337KbXl2XB). substituted "of taction 1896d(a) of 
this UUe" for "of such section". 
Bubaec. (mX2XC). Pub. 1* 96-869. 1327*bXII). re-
aligned margin of subpar. (C). 
Bubaec. (mXSXE). (P). Pub. I* 96-869. 18364(2). 
added subpars. (I) and (F). 
Bubaec. (sXSXB). Pub. L 96-369. |8373(bX14). sub-
stituted non Federal for "nonfederal". 
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Ernum DATS or 1064 AMaamam 
Amendment by Pub. L SS-S17 effecUve ai If origi-
nally Included In the Deficit Reduction Act of 1*64. 
Pub. L SS 369. tee section S(c) of Pub. L S6-617, set 
out si s note under section ISSSf of thli title. 
Amendment by section 2303if H2) of Pub. L 06-S69 
applicable to payments for calendar Quartern begin-
ning on or after Oct. 1.1984. but not applicable to clin-
ical diagnostic laboratory tests furnished to inpatient* 
of s provider operating under a waiver granted pursu-
ant to section 602(a) of Pub. L 66-21. set out as a note 
under section 1395y of thli title, see section 2303<JX2) 
and (3) of Pub L 66-369, set out ss s note under sec-
tion 1395/ of this title. 
6ection 2363(c) of Pub. L OS-369 provided that: 
T h e amendment* made by subsection (a) (amending 
sections 1396s and 1396b of this title) apply to calen-
dar Quarters beginning on or after the date of the en-
actment of this Act (July IS. 1984). except thst. in the 
ease of Individuals admitted to skilled nursing facili-
ties before such date, the amendments made by such 
subsection shall not require recertJfications sooner or 
more frequently than were required under the law In 
effect before such date.** 
grisuut Dan or 1662 Aafnraror? 
Amendment by section 137(aXl). (2) of Pub. I* 
07-248 effective as If originally Included In the provi-
sion of the Omnibus Budget Reconciliation Act of 
1981. Pub I* 91-35. to which such amendment relates. 
see section 137(dxi) of Pub. L. 97-246. set out ss s 
note under section 1396s of this title. 
Kristin* DATI or 1M1 AMXHWOOTT 
Section 216KCK1) of Pub. L. 97-35, as amended by 
Pub. L. 97-248, title 1. f 137<aX2). Sept. S. 1982. 96 
6ut 276. provided In part that repeal of subset. <s) la 
effective for calendar quarters beginning on or after 
Oct 1. 1984 
Section 216KCK2) of Pub. L. 07-15. as amended by 
Pub. 1* S7-248. title I. I 137<aX2). Sept. 3. 1982. 96 
But S76. provided in part that repeal of subsection (t) 
Is effective after payments for the first quarter of 
fiscal jresr 1SS5. 
• i m d DeAnrtiofti 
For purposes of this subchapter— 
(a) Medical assistance 
The term "medical assistance" means pay-
ment of part or all of the cost of the following 
care and services (If provided in or after the 
third month before the month In which the re-
cipient makes application for assistance) for in-
dividuals, and. with respect to physicians* or 
dentists' services, at the option of the 6tate( to 
Individuals (other than individuals with respect 
to whom there is being paid, or who are eligible, 
or would be eligible If they were not in a medi-
cal institution, to have paid with respect to 
them a State supplementary payment and are 
eligible for medical assistance equal in amount, 
duration, and scope to the medical assistance 
made avsilsble to individuals described in sec-
tion l!96a(aXlOXA) of this title) not receiving 
aid or assistance under any plan of the Bute 
approved tinder subchapter I, X. XIV, or XVI, 
or part A of subchapter IV, and with respect to 
whom supplemental security Income benefiU 
are not being paid under subchapter XVI of 
this chapter, who are— 
ISee main edition for tat of (I) to (HIO) 
but whose income and resources are Insufficient 
to meet all of such cost— 
(I) Inpatient hospital services (other than 
services in an Institution for mental diseases); 
I5ee main edition for text of a) *«&(*)] 
(4KA) skilled nursing facility services (other 
than services in an institution for mental dis-
eases) for individuals 21 years of age or older, (B) effective July 1,1069, such early and peri-
odic screening and diagnosis of individuals 
who are eligible under the plan and are under 
the age of 21 to ascertain their physical or 
mental defects, and such health care, treat-
ment, and other measures to correct or ame-
liorate defects and chronic conditions discov-
ered thereby, as may be provided in regula-
tions of the Secretary; and (C) family plan-
ning services and supplies furnished (directly 
or under arrangements with others) to indi-
viduals of child-bearing age (including minors 
who can be considered to be sexually active) 
who are eligible under the 6tate plan and 
who desire such services and supplies; 
IStt main edition for text of (5) to (#)] 
(9) clinic services furnished by or under the 
direction of a physician, without regard to 
whether the clinic itself is administered by a 
physician; 
ISee main edition for tat of (10) to (i J)) 
(14) inpatient hospital services, skilled nurs-
ing facility services, and intermediate care fa-
cility services for individuals 65 years of age 
or over in an institution for mental diseases; (15) intermediate care facility services (other than such services in an institution for 
mental diseases) for individuals who are de-
termined, In accordance with section 
1396a(aX31XA) of this UUe, to be In need of 
such care; 
IStt main edition for text of (16)) 
(17) services furnished by a nurse-midwife (as defined in subsection (m) of this section) 
which the nurse-midwife is legally authorized 
to perform under 6tate law (or the State reg-
ulatory mechanism provided by State law), 
whether or not the nurse-midwife is under 
the supervision of, or associated with, a physi-
cian or other health care provider; and 
ISee main edition for text ofU$)) 
except as otherwise provided In paragraph (16), 
such term does not Include— 
[See main edition for text of U)l 
(B) any such payments with respect to care 
or services for any individual who has not at-
tained 65 years of age and who Is a patient In 
an Institution for mental diseases. 
For purposes of clause (vi) of the preceding sen-
tence, a person shall be considered essential to 
another individual if such person Is the spouse 
of and is living with such individual, the needs 
of such person are taken into account in deter-
mining the amount of aid or assistance fur-
nished to tuch individual (under a State plan 
approved under subchapter 1, X, XIV. or XVI 
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4* Cflt Ch. IV (10-1-44 M H M I ) 
447.1 
447.10 Prohibition afaimt rsssslgnment of 
provider claims. 
447.15 Acceptance of BUU payment as 
payment in fulJL 
447.25 Direct paymenU to certain redpl-
enU for physicians' or dentists' services. 
447.30 Withholding the PederaJ share of 
payments to Medicaid providers to re-
cover Medicare overpayments. 
447J1 Withholding Medicare payments to 
recover Medicaid overpayments, 
447.35 limits on PPP for oapltsJ expendi-
tures, 
447.40 Payments for raeerrint bods In In-
stitutions. 
447.45 Tlmeiy claims payment 
OorrBsuaxvo 
44730 Cost sharing*. Basis and purpose. 
mntoLuanrr m . mourn* oa i m u i ooar 
SBAEDIO cmsaoa 
447 J1 Requirements and options. 
447.53 Minimum and maitmum income-re-
lated charrea. 
wovcrtMUL coDrfiraAjica. oo-rsncurT oa 
aocxuu coar-smAsmc auaos 
44733 AppUcabUitr. specifications; multi-
ple charges. 
44734 Maximum allowable charges. 
447.35 Bujidsxd co-payment 
447.56 Income-related charges. 
44737 Rastrlctions on paymenU to* provid-
ers. 
44733 Payments to prepaid eapitation or* 
ganisaUons. 
I B B U l rXXAXCXAL fAXnCXrATIO* 
44730 PPP: Conditions relatinf 
abarinf. 
447.300 Basis and purpose. 
447.301 Bute plan raquiremenu 
447303 AudJU 
447.303 Documentation of payment rates. 
447.304 tocouracement of provider partid-
potion. 
447305 Public notice of chantes In Bute-
wide methods and standards for eettinf 
payment rates. 
447350 Basis and purpose. 
pATKurr R s m 
447.351 Definitions. 
447.352 Bute plan requlremeata. 
447.353 Other requirements, 
447.355 Related information. 
447.356 Procedures for BCPA action on as-
surances and Bute plan amendments. 
U m a LOOTS 
447.371 Upper UmiU basod on customary 
charges. 
Bwaro-Bo HOSPITALS 
447.360 Hospital providers of 8KP and ICP 
services (swlns-bed hospitals). 
Subpart P Eoywtsm Meffcodt Per Ottiee 
BASfiftiftofMi otto i loMosriviiffioooi aorvtses 
447.300 Basis and purpose. 
447302 Bute plan requiremenU 
447.304 Adherence to upper UmiU; PPP. 
OtrrrATDDrr HOSPITAL am> Ctunc Bnvicss 
447.32! OutpaUent hospital services and 
clinic services: Upper limits of payment. 
OTHER IWFATEBIT ain> OuTTATrorr PACXLrrxas 
447325 Other Inpatient and outpaUent fa-
cility services: Upper limits of payment 
Daoos 
447.331 Drugs: Upper UmiU of payment. 
447332 Cost of drugs. 
447.333 Dispensing fee. 
447.334 Upper UmiU for drugs furnished as 
pen of services. 
CUBICAL lAOOMTOaT flOVICJS 
447343 Physician billing for clinical mho-
ratory services. 
PaxrAm CAPITATIOJI PLAITS 
447.361 Upper UmiU of payment Risk con-
tract 
447362 Upper UmiU of payment Ronrfc* 
oontract 
RiraAL HEALTH CUBIC Bnvicas 
447.371 Benioas furnished by rural health 
Atrraoarrr Bee. 1103 of the Bodal Becurt-
ty Act (42 U.8.C. 1302). 
Bouicr 43 PR 45253. Bept » . I t t i . 
wniess otherwise noted. 
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Svfeport A—PsymsnH: Osnorol 
Provisions 
• 447.1 Paipsst. 
This subpart prescribes State plan 
requirement*, FFP limitations and 
procedures concerning payments made 
by State Medicaid agencies for Medic-
aid service*. 
1447.10 Prohibition against msaigiuaeBt 
of arorMer claims. 
(a) Basis and purpose This section 
implements section 1902<aX32) of the 
Act which prohibits 6tate payments 
for Medicaid services to anyone other 
than a provider or recipient, except in 
specified circumstances; and imple-
ments, in part, section 1902(aX43) con-
cerning payments to physicians for 
laboratory services (see also 1447.342). 
(b) Definitions. For purposes of this 
section: 
"Facility** means an institution that 
furnishes health care services to inpa-
tients, 
"Factor" means an individual or an 
organization, such as a collection 
agency or service bureau, that ad-
vances money to a provider for ac-
counts receivable that the provider 
has assigned, sold or transferred to the 
Individual organization for an added 
fee or a deduction of a portion of the 
accounts receivable. Factor does not 
Include a business representative as 
described in paragraph (f) of this sec-
tion. 
"Organized health care delivery 
system" means a public or private or-
ganization for delivering health serv-
ices. It includes, but is not limited to. a 
clinic, a group practice prepaid capita-
tion plan, and a health maintenance 
organization. 
(c) State plan requirements. A State 
plan must provide that the require-
ments of paragraphs (d) through (h) 
of this section are met. 
(d) Who wiay receive payment. Pay-
ment may be made only— 
(1) To the provider, or 
(2) To the recipient If he Is a non-
cash recipient eligible to receive the 
payment under 1447.25; or 
(3) In accordance with paragraphs 
Ce), (f), and (g) of this section. 
(e) Reassignment*. Payment may be 
made In accordance with a reassign-
ment from the provider to a govern-
ment agency or reassignment by a 
court order. 
it) Business aoents. Payment may be 
made to a business agent, such as a 
billing service or an accounting firm, 
that furnishes statements and receives 
payments in the name of the provider, 
if the agent's compensation for this 
service is— 
(1) Related to the cost of processing 
the billing; 
(2) Not related on a percentage or 
other basis to the amount that Is 
billed or collected; and 
(3) Not dependent upon the collec-
tion of the payment. 
(g) Individual practitioners. Pay-
ment may be made to— 
( D A physician who bills for outside 
laboratory services that the physician 
orders and pays for. but that he or she 
did not personally perform or super-
vise, or which were not performed or 
supervised by another physician with 
whom he or she shares a practice. 
(2) The employer of the practitioner, 
If the practitioner is required as a con-
dition of employment to turn over his 
fees to the employer; 
(3) The facility in which the service 
Is provided, if the practitioner has a 
contract under which the facility sub-
mits the claim; or 
(4) A foundation, plan, or similar or-
ganization operating an organized 
health care delivery system. If the 
practitioner has a contract under 
which the organization submits the 
C|^<w) 
<h) Prohibition of payment to fac-
tors. Payment for any service fur-
nished to a recipient by a provider 
may not be made to or through a 
factor, either directly or by power of 
attorney. 
145 TO 45253. Sept. IS. ltlft. as amended at 
46 TO 42672. Aug. 24.1SS1) 
1447.15 Acceptance *f State payment at 
payment In fulL 
A Bute plan must provide that the 
Medicaid agency must limit participa-
tion In the Medicaid program to pro-
viders who accept, as payment In full* 
the amounts paid by the agency plus 
any deductible, coinsurance or copay-
ment required by the plan to be paid 
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by the Individual. However, the pro-
vider msy not deny services to any eli-
gible individual on account of the indi-
vidual's inability to pay the cost shar-
ing amount imposed by the plan in ac-
cordance with 1431.55(g) or 1447.53. 
The previous sentence does not apply 
to an individual who is able to pay. An 
Individual's Inability to pay does not 
eliminate his or her liability for the 
eost sharing charge. 
ISO PR SS01S. May SO. 1SS51 
• 447.25 Dirtct payment* to certain recipi-
ent* for phyticiaits* or dentist*' seri-
es) Boris and purpose. This section 
Implements section 1905(a) of the Act 
by prescribing requirements applicable 
to States making direct psyments to 
certain recipients for physicians' or 
dentists' services. 
<b) State plan requirements. Except 
for groups specified in paragraph (c) 
of this section, a 6tate may make 
direct payments to recipients for phy-
sicians' or dentists' services. If it does 
so, the State plan must-
CD Provide for direct payments; and 
<2) Specify the conditions under 
which payments are made. 
(c) Federal financial participation. 
No FTP Is available In expenditures 
for direct payment for physicians' or 
dentists' services to any recipient-
CD Who Is receiving assistance under 
the SUte* approved plan under title I, 
IV-A, X. XIV or XVI (AABD) of the 
Actor 
(2) To whom supplemental security 
benefits are being paid under title XVI 
of the Act; or 
(3) Who Is receiving or eligible for a 
6tate supplementary payment or 
would be eligible If he were not In a 
medical Institution, and who is eligible 
for Medicaid as a categorically needy 
recipient. 
Cd) Federal requirements. (1) Direct 
payments to recipients under this sec-
tion are an alternative to payments di-
rectly to providers and are subject to 
the same conditions; for example, the 
State's reasonable charge schedules 
are applicable. (2) Direct payments must be gup-
ported by providers' bills for service*. 
• 447 JO Withholding the Federal snare of 
payment* to Medicaid providers la fa-
cover Medicare overpayment*. 
(a) Basis and purpose. This section 
Implements section 1914 of the Act, 
which provides for withholding the 
Federal share of Medicaid payments 
to a provider If the provider has not 
arranged to repay Medicare overpay-
ments or has failed to provide Infor-
mation to determine the amount of 
the overpayments. The intent of the 
statute and regulations is to facilitate 
the recovery of Medicare overpay-
ments. The provision enables recovery 
of overpayments when Institutions 
have reduced participation In Medi-
care or when physicians and suppliers 
have submitted few or no claims under 
Medicare, thus not receiving enough 
In Medicare reimbursement to permit 
offset of the overpayment. 
(b) When withholding occurs. The 
Federal share of Medicaid payments 
may be withheld from any provider 
specified In paragraph (c) of this sec-
tion to recover Medicare overpay-
ments that HCFA has been unable to 
collect if the provider participates In 
Medicaid and-
(1) The provider has not made ar-
rangements satisfactory to HCFA to 
repay the Medicare overpayment; or 
(2) HCFA has been unable to collect 
Information from the provider to de-
termine the existence or amount of 
Medicare overpayment. 
(c) The Federal share of Medicaid 
payments may be withheld with re-
spect to the following providers: 
(1) An Institutional provider that 
has or previously had in effect a Medi-
care provider agreement under section 
1S66 of the Act; and (2) A Medicaid provider who has pre-
viously accepted Medicare payment on 
the basis of an assignment under sec-
tion lS42(b)(3MBXii) of the Act; and 
during the 12 month period preceding 
the quarter In which the Federal 
share is to be withheld for a Medicare 
overpayment, submitted no claims 
under Medicare or submitted claims 
which total less than the amount of 
overpayment (d) Order to reduce State payment (1) HCFA may. at It* discretion. 
Issue an order to the Medicaid agency 
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of any 6tate that It using the provid-
er't services, to reduce Its payment to 
the provider by the amount specified 
In paragraph (f) of this section. 
(2) The order to reduce payment to 
the provider will remain In effect 
until— 
(1) The Medicaid agency determines 
that the overpayment has been com-
pletely recovered; or 
(ii) HCFA terminates the order. 
(3) HCFA may withhold FFP from 
any State that does not comply with 
the order specified in paragraph (dXl) 
of this section to reduce payment to 
the provider and claims FFP for the 
expenditure on Its quarterly expendi-
ture report. 
(e) Notice of withholding. (1) Before 
the Federal share of payments may be 
withheld under this section, HCFA 
will notify the provider and the Medic-
aid agency of each Stat* that HCFA 
believes may use the overpaid provid-
er's services under Medicaid. 
(2) The notice will Include the in-
struction to reduce State payments, as 
provided under paragraph (d) of this 
section. 
(3) HCFA will tend the notice re-
ferred to in paragraph (eXl) by certi-
fied mail, return receipt requested. 
(4) Each Medicaid agency must iden-
tify the amount of payment due the 
provider under Medicaid and give that 
Information to HCFA in the next 
quarterly expenditure report. 
(6) The Medicaid agency may appeal 
any disallowance of FFF resulting 
from the withholding decision to the 
Grant Appeals Board, In accordance 
with 45 CFR Part 16. 
(f) Amount to be withheld. HCFA 
may require the Medicaid agency to 
reduce the Federal share of Its pay-
ment to the provider by the lesser of 
the following amounts. 
(1) The Federal matching share of 
payments to the provider, or 
C2) The total Medicare overpayment 
to the provider. 
Cg) Effective date of withholding. 
Withholding of payment will become 
effective no less than 60 days after the 
day on which the agency receives 
notice of withholding. 
(h) Duration of withholding. No 
Federal funds are available In expendi-
tures for oervices that are furnished 
by a provider specified In paragraph 
(c) of this section from the date on 
which the withholding becomes effec-
tive until the termination of withhold-
ing under paragraph (i) of this section. 
CI) Termination of withholding. 
(1) HCFA will terminate the order to 
reduce State payment if it determines 
that any of the following has oc-
curred: 
(1) The Medicare overpayment Is 
completely recovered: 
(ii) The institution or person makes 
an agreement satisfactory to HCFA to 
repay the overpayment; or 
<iii) HCFA determines that there is 
no overpayment based on newly ac-
quired evidence or a subsequent audit. 
(2) HCFA will notify each State that 
previously received a notice ordering 
the withholding that the withholding 
has been terminated. 
(J) Procedures for restoring excess 
withholding. If an amount ultimately 
determined to be in excess of the Med-
icare overpayment is withheld. HCFA 
will restore any excess funds withheld. 
(k) Recovery of funds from Medicaid 
agency. A provider is not entitled to 
recover from the Medicaid agency the 
amount of payment withheld by the 
agency in accordance with a HCFA 
order issued under paragraph (d) of 
this section. 
tftO FR 1*688, May 10, 1965; SO PR 23307. 
June 3.1*651 
6447.31 Withholdinf Medicare payments 
to recover Medicaid overpayment*. 
(a) Basis and purpose. Section 1885 
of the Act provides authority for 
HCFA to withhold Medicare payments 
to a Medicaid provider in order to re-
cover Medicaid overpayments to the 
provider. Section 405.375 of this chap-
ter sets forth the Medicare rules im-
plementing section 1885. and specifies 
under what circumstances withholding 
will occur and the providers that are 
subject to withholding. This section 
establishes the procedures that the 
Medicaid agency must follow when re-
questing that HCFA withhold Medi-
care payments. 
Cb) Agency notice to providmil) 
Before the agency requests recovery of 
a Medicaid overpayment through 
Medicare, the agency must send either 
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or both of the following notices. In ad-
dition to that required under para-
graph <bX2) of this section, to the pro-
vider. (1) Notice that-(A) There has been an overpayment; (B) Repayment is required; and (C) The overpayment determination 
is subject to agency appeal procedures, 
but we may withhold Medicare pay-
ments while an appeal is in progress. 
<ii> Notice that-
CA) Information is needed to deter-
mine the amount of overpayment If 
any; and (B) The provider has at least 30 days 
In which to supply the information to 
the agency. 
(2) Notice that, 20 days or later from 
the date of the notice, the agency in-
tends to refer the case to BCFA for 
withholding of Medicare payments. (3) The agency must send all notices 
to providers by certified mail, return 
receipt requested. 
(c) Documentation to be submitted 
to HCFA. The agency must submit the 
following information or documenta-
tion to HCFA (unless otherwise speci-
fied) with the request for withholding 
of Medicare payments. 
(DA statement of the reason that 
withholding is requested. (2) The amount of overpayment, 
type of overpayment, date the over-
payment was determined, and the dos-
ing date of the pertinent cost report-
ing period (if applicable). 
(3) The quarter in which the over-
payment was reported on the quarter-
ly expenditure report (Form BCFA 
44). (4) As needed, and upon request 
from HCFA* the names and addresses 
Of the provider's officers and owners 
for each period that there is an out-
standing overpayment (6) A statement of assurance that 
the State agency has met the notice 
requirements under paragraph (b) of 
this section. (6) As needed, and upon request for 
BCFA, copies of notices (under para-
graph (b) of this section), and reports 
of contact or attempted contact with 
the provider concerning the overpay-
ment. Including any reduction or sus-
pension of Medicaid payments made 
with respect to that overpayment 
(7) A copy of the provider's agree-
ment with the agency under 1431.107 
of this chapter. (d) Notification to terminate with-
holdinQ.il) If an agency has requested 
withholding under this section, it must 
notify HCFA if any of the following 
occurs: 
(1) The Medicaid provider makes an 
agreement satisfactory to the agency 
to repay the overpayment; 
(ii) The Medicaid overpayment Is 
completely recovered; or 
(ill) The agency determines that 
there Is no overpayment, based on 
newly acquired evidence or subsequent 
audit. 
(2) Upon receipt of notification from 
the 6tate agency, BCFA will termi-
nate withholding. (e) Accounting for returned overpay* 
ment The agency must treat as a re-
covered overpayment the amounts re-
ceived from HCFA to offset Medicaid 
overpayments. 
(f) Procedures for restoring excess 
vrtthholding. The agency must estab-
lish procedures satisfactory to HCFA 
to assure the return to the provider of 
amounts withheld under this section 
that are ultimately determined to be 
In excess of overpayments. Those pro-
cedures are subject to BCFA review, 
ISO PR 1SSS9. May 10.1SS5) 
I447J6 Uarits oa FTP for capital cs-
penditares. 
Ca) Boris and purpose. (1) Section 
1122 of the Act provides for exclusion 
from FFP of expenses related to cer-
tain capital expenditures. The cost 
containment and quality control regu-
lations of the Public Health Service (Part 100 of this title) concern agree-
ments between the Secretary and the 
States under section 1122, procedures 
for reviewing proposed capital expend-
itures, and determinations by the Sec-
retary as to allowability of expenses 
related to capital expenditures. (2) This section Identifies categories 
of expenses for which FFP is not avail-
able under Medicaid if a State has an 
agreement under section 1122 and the 
Secretary has determined under sec-
tion U22 and Part 100 that the ex-
penses are not allowable. 
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Cb) FFP limits. Except ai provided in 
1100.108(b) of this title, no FFP It 
available in expenses related to a cap-
ital expenditure if the Secretary deter-
mines that— 
(1) The Bute designated planning 
agency had not been given timely writ-
ten notice of a capital expenditure In 
accordance with 1100.106 of this title; 
or 
(2) The planning agency has. under 
section 1122 and Part 100 of this title, 
submitted to the Secretary its finding 
that the proposed expenditure is not 
consistent with the standards, criteria 
or plans described in 1100.104(aX2) of 
this title. 
(c) Expense* related to a capital ex-
penditure. Expenses related to a cap-
ital expenditure include the following, 
regardless of the manner in which the 
expenses are recorded in the provid-
er's records and cost report: 
(1) Depreciation. (2) Interest on borrowed funds. (3) A return on equity capital (in the 
case of proprietary facilities). (4) Other costs of activities that are 
essential to the acquisition. Improve-
ment, modernization, expansion, or re-
placement of the plant, buildings, and 
equipment with respect to which the 
expenditure Is made. Including, but 
not limited to— 
(i) Studies, surveys, designs, plans, 
working drawings, and specifications; (11) Transportation; (Hi) Installation and start-up ex-
penses; (iv) In-transit Insurance; (v) Costs of grading and paving; (vi) Taxes assessed during the con-
struction period; 
Cvll) Costs of demolishing or razing 
structures on land; 
Ortii) Title fees; (ix) Permit and license fees; (x) Broker commissions; 
Cxi) Architectural, legal, accounting, 
and appraisal fees; and (xil) Interest, finance, or carrying 
charges on bonds, notes, and other 
costs incurred for borrowing funds. 
<d) FFP for costs of conformity deter-
mination. TF? is available In expendi-
tures for reasonable costs incurred by 
a provider to determine whether a pro-
posed capital expenditure Is In con-
formity with applicable standards, cri-
teria, or plans for adequate health 
care resources in the area. However, 
no FFP Is available If the provider 
makes the capital expenditure without 
the approval required by Part 100 of 
this title. 
(e) Exclusion of expenses related to 
capital expenditures: Payment on a 
reasonable cost or cost-related basis. If 
payment is made on a reasonable cost 
or cost-related basis, expenses related 
to capital expenditures that are not 
available for FFP must be specifically 
excluded from allowable cost computa-
tions. (f) Exclusion of expenses related to 
capital expenditures: Payment on 
other than a reasonable cost or cost-re-
lated basis. If payment Is made on a 
per capita, fixed fee. negotiated rate, 
or any other basis (other than reason-
able cost or cost-related), expenses re-
lated to capital expenditures that are 
not available for FFP must be ex-
cluded from the payment rate as fol-
lows: (1) For a facility that participates In 
the Medicare program, the State 
ahall-
(1) Compute the percentage differ-
ence between the Medicare allowable 
costs before and after the deduction of 
unallowed expenses; and 
(ii) Reduce the Medicaid payment 
rate to the facility by that percentage. 
(2) For a facility that does not par-
ticipate In the Medicare program, the 
State must reduce the payment rate 
by an estimated amount. The estimate 
Is based upon a comparative analysis 
of the faculty's expenses related to 
capital expenditures as reflected In 
the facility's periodic financial state-
ments. For example, the State may 
compute the percentage difference be-
tween the faculty's expenses related to 
capital expenditures as recorded In its 
financial statements and those ex-
penses less the amounts for which 
FFP Is not available, and reduce the 
payment rate by that percentage. 
(g) Equivalent deduction if a facility 
is obtained by a lease. If a person ob-
tained by lease or comparable arrange-
ment any facility, part of a facility, or 
equipment for a facility that would 
have been considered a capital expend-
iture If the person had purchased it— 
«a>isi fr_ii S 
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(1) In determining payments for 
services furnished In that facility, an 
amount must he deducted from rental 
expense which Is a reasonable equiva-
lent of the amount that would have 
been excluded If the person had pur-
chased the facility or equipment; and (2) In computing the person's return 
on equity capital, any amount deposit-
ed under the terms of the lease or 
comparable arrangement must be de-
ducted from that return. (h) Capital assets acquired by dona-
tion or exchange. If a person acquired 
by donation or exchange any facility, 
part of a facility, or equipment for a 
facility that would have been consid-
ered a capital expenditure If the 
person had purchased It, the acquisi-
tion Is treated as a capital expenditure 
for purposes of excluding expenses re-
lated to capital expenditures. 
(1) Reconsideration of FFP determi-
nation. (1) Any person or State ad-
versely affected by a determination by 
the Secretary under section 1122 of 
the Act, this subpart or Part 100 of 
this title may. within 6 months of the 
date of the determination, request the 
Secretary to reconsider the determina-
tion. A determination by the Secretary 
under section 1122 of the Act Is not 
subject to administrative or judicial 
review. 
(2) A State Is also entitled upon re-
quest to receive a reconsideration of a 
disallowance under this subpart, In ac-
cordance with section 1116(d) of the 
Act and 45 CFR Part 16. 
1447.40 Payamtt for menrlag bsds la 
toftitutioftft. 
(a) The Medicaid agency may make 
payments to reserve a bed during a re-
cipient's temporary absence from an 
Inpatient facility. if-(1) The State plan provides for such 
payments and specifies any limitations 
on the policy; and 
12) Absences for purposes other than 
required hospitalization (which cannot 
be anticipated and planned) are In-
cluded in the patient's plan of care. (b) An agency that pays for reserved 
beds In an Inpatient facility may pay 
less for a reserved bed than an occu-
pied bed If there Is a cost differential 
between the two beds. (Section 1102 of 
the Act) 
(43 PR 45253. Sept ». 1*71, as amended at 
II PR 24491, July 1,1666) 
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(a) Basis and purpose. This section 
Implements section 1002(aX37) of the 
Act by specifying— (1) State plan requirements for— 
(1) Timely processing of claims for 
payment; (ii) Prepayment and postpayment 
claims reviews; and (2) Conditions under which the Ad-
ministrator may grant waivers of the 
time requirements. 
(b) Definitions. "Claim" means (1) a 
bill for services, (2) a line Item of serv-
ice, or (3) all services for one recipient 
within a bill. 
"Clean claim" means one that can be 
processed without obtaining additional 
Information from the provider of the 
service or from a third party. It In-
cludes a claim with errors originating 
In a State's claims system. It does not 
Include a claim from a provider who Is 
under Investigation for fraud or abuse, 
or a claim under review for medical ne-
cessity. 
A "shared health facility" means 
any arrangement in which— 
. (1) Two or more health care practi-
tioners practice their professions at a 
common physical location; 
(2) The practitioners share common 
waiting areas, examining rooms, treat-
ment rooms, or other space, the serv-
ices of supporting staff, or equipment; (3) The practitioners have a person (who may himself be a practitioner)— (1) Who Is In charge of. controls, 
manages, or supervises substantial as-
pects of the arrangement or operation 
for the delivery of health or medical 
services at the common physical loca-
tion other than the direct furnishing 
of professional health care services by 
the practitioners to their patients; or (ii) Who makes available to the prac-
titioners the services of supporting 
staff who are not employees of the 
practitioners; and (ill) Who Is compensated In whole or 
In part, for the use of the common 
physical location or related support 
services, on a basis related to amounts 
charged or collected for the services 
rendered or ordered at the location or 
on any basis clearly unrelated to the 
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•alue of the services provided by the 
person; and (4) At least one of the practitioners 
received payments on a fee-for-service 
basis under titles V. XVIII. and XIX 
In an amount exceeding $5,000 for any 
one month during the preceding 12 
months or In an aggregate amount ex-
ceeding $40,000 .during the preceding 
12 months. 
The term does not Include a provider 
of services (as specified In 1489.2(b) of 
this chapter), a health maintenance 
organization (as defined in section 
1301(a) of the Public Health Service 
Act), a hospital cooperative shared 
services organization meeting the re-
quirements of section 501(e) of the In-
ternal Revenue Code of 4954. or any 
public entity. 
-Third party" Is defined In 1433.135 
of this chapter. (c) State plan requirements. A State 
plan must (1) provide that the require-
ments of paragraphs (d). (eX2). (f) and (g) of this section are met; and (2) Specify the definition of a claim. 
as provided In paragraph (b> of this 
section, to be used in meeting the re-
quirements for timely claims payment. 
The definition may vary by type of 
service (e.g.. physician service, hospital 
•ervlce). (d) Timely processing of claims. (1) 
The Medicaid agency must require 
providers to submit all claims no later 
than 12 months from the date of serv-
ice. (2) The agency must pay 90 percent 
of all clean claims from practitioners, 
who are In Individual or group practice 
or Who practice In shared health facul-
ties, within 30 days of the date of re-
ceipt. (3) The agency must pay t9 percent 
of all clean claims from practitioners, 
who are in individual or group practice 
or who practice In shared health facili-
ties, within 90 days of the date of re-
ceipt (4) The agency must pay all other 
claims within 12 months of the date of 
receipt, except in the following cir-
cumstances: 
CD This time limitation does Dot 
apply to retroactive adjustments paid 
to providers who are reimbursed under 
a retrospective payment system, as de-
fined in 1447.272 of this part. 
(ii) If a claim for payment under 
Medicare has been filed in a timely 
manner, the agency may pay a Medic-
aid claim relating to the same services 
within 6 months after the agency or 
the provider receives notice of the dis-
position of the Medicare claim* (11!) The time limitation does not 
apply to claims from providers under 
investigation for fraud or abuse. 
(iv) The agency may make payments 
at any time In accordance with a court 
order, to carry out hearing decisions 
or agency corrective actions taken to 
resolve a dispute, or to extend the ben-
efits of a hearing decision, corrective 
action, or court order to others in the 
same situation as those directly affect-
ed by it. 
(5) The date of receipt is the date 
the agency receives the claim, as indi-
cated by its date stamp on the claim. 
(6) The date of payment is the date 
of the check or other form of pay-
ment. 
(e) Waivers. (1) The Administrator 
may waive the requirements of para-
graphs (d) (2) and (3) of this section 
upon request by an agency if he finds 
that the agency has shown good faith 
in trying to meet them. In deciding 
whether the agency has shown good 
faith, the Administrator will consider 
whether the agency has received an 
unusually high volume of claims 
which are not clean claims, and 
whether the agency is making diligent 
efforts to implement an automated 
claims processing and information re-
trieval system. 
<2) The agency's request for a waiver 
must contain a written plan of correc-
tion specifying all steps It will take to 
meet the requirements of this section. 
(3) The Administrator will review 
each case and if he approves a waiver, 
will specify its expiration date, based 
on the Bute's capability and efforts to 
meet the requirements of this section. 
(f) Prepayment and postpayment 
claims review. (1) For all claims, the 
agency must conduct prepayment 
claims review consisting of— 
(1) Verification that the recipient 
was included in the eligibility file and 
that the provider was authorised to 
furnish the service at the time the 
service was furnished; 
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<U) Checks that the number of visits 
and services delivered are logically 
consistent with the recipient's charac-
teristics and circumstances, such as 
type of Illness, age. 6ex, service loca-
tion. 
(ill) Verification that the claim does 
not duplicate or conflict with one re* 
viewed previously or currently being 
reviewed: 
(iv) Verification that a payment does 
not exceed any reimbursement rates 
or limits in the State plan; and 
(v) Checks for third party liability 
within the requirements of 1433.135 
of this chapter. 
(2) The agency must conduct post-
payment claims review that meets the 
requirements of Parts 455 and 456 of 
this chapter, dealing with fraud and 
utilization control. 
(g) Report*. The agency must pro-
vide any reports and documentation 
on compliance with this section that 
the Administrator may require. 
(feet 1102 and l»02(ftX37> of the Social Se-
curity Act (42 UJ5.C. 1)02.13*6*<aX37»> 
144 PR 30944. May 35. 1S79) 
CorrfiBAJUKo 
6447J0 Cast sharing: Basis and purpose. 
(a) Section 1902(aX14) of the Act 
permits States to require certain re-
cipients to share some of the costs of 
Medicaid by imposing upon them such 
payments as enrollment fees, premi-
ums, deductibles, coinsurance, co-pay-
ments, or similar cost sharing charges. 
For States that impose cost sharing 
payments, | | 447.51-447.59 prescribe 
State plan requirements and options 
for cost sharing, specify the standards 
and conditions under which States 
may impose cost sharing, set forth 
minimum amounts and the methods 
for determining maximum amounts, 
and prescribe conditions for FFP that 
relate to cost sharing requirements. 
ajmomoDcr m , nuorrrm oi anfxuui 
COST SHAftXJf C GKAAGX 
• 447J1 UiulrtmenU and opUoaa 
(a) The plan must provide that the 
Medicaid agency does not impose any 
enrollment fee, premium, or similar 
charge upon categorically needy indi-
viduals, as defined In 11435.4 And 
436.3 of this subchapter, for any serv-
ices available under the plan. 
(b) The plan may impose an enroll-
ment fee. premium, or similar charge 
on medically needy individuals, as de-
fined in II 435.4 and 436.3 of this sub-
chapter, for any services available 
under the plan. 
(c) For each charge Imposed under 
paragraph (b) of this section, the plan 
must specify— 
(1) The amount of the charge; 
(2) The period of liability for the 
charge; and 
(3) The consequences for an individ-
ual who does not pay. 
(d) The plan must provide that any 
charge imposed under paragraph (b) 
of this section is related to total gross 
family income as set forth under 
1447.52. 
• 447.52 Minimum and maxiauua 
related charges. 
For the purpose of relating the 
amount of an enrollment fee, premi-
um, or similar charge to total gross 
family income, as required under 
1447.51(d), the following rules apply: 
(a) Minimum charge, A charge of at 
least $1.00 per month is imposed on 
each— 
(1) One- or two-person family with 
monthly gross income of 6150 or less; 
(2) Three- or four-person family 
with monthly gross income of $300 or 
less; and 
(3) Five- or more-person family with 
monthly gross income of $350 or less. 
(b) Maximum charge. Any charge re-
lated to gross family Income that is 
above the minimum listed in para-
graph (a) of this section may not 
exceed the standards shown in the fol-
lowing table; 
MAHMUM MOWTMLV CMAMC 
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Cc) Income-related charges. The 
agency must impose an appropriately 
higher charge for each higher level of 
family income, within the maximum 
amounts specified in paragraph (b) of 
this section. 
US TR 45253. Sept. » lt7t. at smended at 
45 FR WIS*, Apr. 11. 1*801 
DEDUCTIBLE, Com SUKAWCE. CO-FA YMDIT 
oa SIIOLAII COST-SHAJUKG CHASCI 
1447.63 Applicability; specification; milti-
pieehargea 
(a) Baric requirement*. Except as 
specified in paragraph (b) of this sec-
tion, the plan may impose a nominal 
deductible, coinsurance, copayment, or 
similar charge upon categorically and 
medically needy individuals for any 
service under the plan. (b) Exclusions from cost sharing. Ef-
fective October 1, 1982. the plan may 
not provide for imposition of a deduct-
ible, coinsurance, copayment. or simi-
lar charge upon categorically or medi-
cally needy individuals (except as spec-
ified in paragraph (bX6) of this sec-
tion) for the following: (1) Children. Services furnished to 
individuals under 18 years of age (and. 
at the option of the State, Individuals 
under 21. 20, or 19 years of age. or any 
reasonable category of individuals 18 
years of age or over but under 21) are 
excluded from cost sharing. (2) Fregnant women. Services fur-
nished to pregnant women if such 
services relate to the pregnancy, or to 
any other medical condition which 
may complicate the pregnancy are ex-
cluded from cost sharing obligations. 
These services include routine prena-
tal care, labor and delivery, routine 
poct-partum care, and complications of 
pregnancy or delivery likely to affect 
the pregnancy, such as hypertension, 
diabetes, urinary tract infection, and 
services furnished during the postpar-
tum period for conditions or complica-
tions related to the pregnancy. The 
postpartum period is the immediate 
postpartum period not to exceed six 
weeks. States may further exclude 
from cost sharing all services fur-
nished to pregnant women if they 
desire. 
(3) Institutionalized individuals. 
Services furnished to any individual 
who is an inpatient in a hospital, long-
term care facility, or other medical in-
stitution if the individual is required (pursuant to 1435.725, 1435.733, 
1435.832. or 1436.832), as a condition 
of receiving services in the institution, 
to spend all but a minimal amount of 
his income required for personal 
needs, for medical care costs are ex-
cluded from cost sharing. 
<4) Emergency services. Services pro-
vided in a hospital, clinic, office, or 
other facility that is equipped to fur-
nish the required care, after the 
sudden onset of a medical condition 
manifesting itself by acute symptoms 
of sufficient severity (including severe 
pain) that the absence of immediate 
medical attention could reasonably be 
expected to result in— 
(1) Placing the patient's health in se-
rious jeopardy; (ii) Serious impairment to bodily 
functions; or (ill) Serious dysfunction of any 
bodily organ or part. 
(6) Family planning. Family plan-
ning services and supplies furnished to 
individuals of child-bearing age are ex-
cluded from cost sharing. (6) HMO Enrolled, Services fur-
nished by a health maintenance orga-
nization (HMO) to categorically needy 
individuals enrolled in the HMO are 
excluded from cost sharing. States 
may further exclude copayment 
charges for HMO services furnished to 
medically needy individuals. 
(c) Prohibition against multiple 
charges. For any service, the plan may 
not impose more than one type of 
charge referred to in paragraph (a) of 
this section. 
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Id) Slate plan specifications. For 
oach charge imposed under this sec-
tion, the plan must specify— (1) The service for which the charge 
Is made; (2) The amount of the charge; (3) The basis for determining the 
charge; (4) The basis for determining wheth-
er an individual is unable to pay the 
charge and the means by which such 
an individual wiU be identified to pro-
viders; and (5) The procedures for implementing 
and enforcing the exclusions from cost 
sharing found in paragraph (b) of this 
section. 
143 PR 45253. Sept » 1*78. i t amended at 
47 PR 21051. May 17. 1*82. 48 PR S7SS. Jan. 
a, 1SS3, SO PR 3*013, May 30. 1»85) 
• 447.54 MaiiaiuR allowable cfcargta. 
(a) Non-institutional services. 
Except as specified in paragraph (b), 
for non-institutional services, the plan 
must provide that— 
(1) Any deductible it imposes does 
not exceed $2.00 per month per family 
for each period of Medicaid eligibility. 
For example, if Medicaid eligibility is 
certified for a 3-month period, the 
maximum deductible which may be 
imposed on a family for that period of 
eligibility U $6.00; 
(2) Any coinsurance rate it imposes 
does not exceed 5 percent of the pay-
ment the agency makes for the serv-
ices; and (3) Any co-payments it imposes do 
not exceed the amounts shown in the 
following table; 
— 
flO * ! • • _ _ _ 
8*001 * • » * 
S»oi • t a o _ _ 
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<b) Waiver 0/ the requirement that 
eat sharing amounts be nominal 
Upon approval from HCFA, the re-
quirement that cost sharing charges 
must be nominal may be waived. In ac-
cordance with section 431.55(g) for 
nonemergency services furnished In a 
hospital emergency room. (c) Institutional services. For Insti-
tutional services, the plan must pro-
vide that the maximum deductible, co-
insurance or co-payment charge for 
each admission does not exceed 50 per-
cent of the payment the agency makes 
for the first day of care in the institu-
tion. 
(d) Cumulative maximum. The plan 
may provide for a cumulative maxi-
mum amount for all deductible, coin-
surance or co-payment charges that it 
imposes on any family during a speci-
fied period of time. 
148 PR $736. Jan. 8.1SSJ) 
1447.65 Standard co-payweaL 
Ca) The plan may provide for a 
standard, or fixed, co-payment amount 
for any service. 
(b) This standard oopayment 
amount for any service msy be deter-
mined by applying the maximum co-
payment amounts specified in | 447.54 (a) and (b) to the agency's average or 
typical payment for that service. For 
example, if the agency's typical pay-
ment for prescribed drugs is $4 to $5 
per prescription, the agency might set 
a standard copayment of $0.50 per pre-
scription. 
I447J4 iBcowt-rtlated eJuurgta. 
Subject to the maximum allowable 
charges specified in 1447.54 (a) and (b), the plan may provide for income-
related deductible, coinsurance or co-
payment charges. For example, an 
agency may impose a higher charge on 
medically needy recipients than it im-
poses upon categorically needy recipi-
ents. 
1447.57 Bestrktioiis m paywtats to pro-
vider*. 
(a) The plan must provide that the 
agency does not increase the payment 
It makes to any provider to offset un-
collected amounts for deductibles, co-
insurance, copayments or similar 
charges that the provider has waived 
or are uncollectable, except as permit-
ted under paragraph (b) of this sec-
tion. 
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(b) For those providers that the 
agency reimburses under Medicare 
reasonable cost reimbursement princi-
ples, in accordance with Subpart B of 
this part, an agency may increase its 
payment to offset uncollected deducti-
ble, coinsurance, copayment. or similar 
charges that are bad debts of provid-
er*. 
I447.M Payments to prepaid capitation 
organisations. 
Except for HMO services subject to 
the co-payment exclusion in |447.53(bX6). if the agency contracts 
with a prepaid capitation organization 
that does not impose the agency's de-
ductibles, coinsurance, co-payments or 
aimilar charges on its recipient mem-
bers, the plan must provide that the 
agency calculates its payments to the 
organization as if those cost sharing 
charges were collected. 
i a PR VtU. Jan. a. 1003) 
FXDDUU rXXAJIClAL raiTXCXPATIOH 
• 447.60 FTP: Conditions relating to cost 
afcariag. 
No FTP in the 8tate's expenditures 
for services is available for— (a) Any cost sharing amounts that 
recipients should have paid as enroll-
ment tetB. premiums, deductibles, co-
insurance, copayments, or aimilar 
charges under 11447.50 through 
447.58 (except for amounts that the 
agency pays as bad debts of providers 
under | 447.57); and (b) Any amounts paid by the agency 
on behalf of ineligible individuals, 
whether or not the individual had paid 
any required premium or enrollment 
fee. 
Subpart I—Payment Methods: 
Oervero! Provisions 
• 447.100 Basis and purpose. 
This subpart prescribes State plan 
requirements for setting payment 
rates to implement. In part, section 
1002<aX30> of the Act, which requires 
that payments for services be consist-
ent with efficiency, economy, and 
quality of care. 
C4S PR 40560, Oct h 1M» 
• 447.101 State plan rttalrtateata 
(a) A State plan must provide that 
the requirements in this subpart are 
met 
Cb) The plan must describe the 
policy and the methods to be used in 
setting payment rates for each type of 
service included in the Bute's Medic-
aid program. 
I447J02 Aadita. 
The Medicaid agency must assure 
appropriate audit of records if pay-
ment is based on costs of services or on 
a fee plus cost of materials. 
• 447.203 Documentation of payment 
rates. 
(a) The agency must maintain docu-
mentation of payment rates and make 
it available to HHS upon request. 
(b) The agency must record, in State 
manuals or other official files, the fol-
lowing information for increases In 
payment rates for individual practi-
tioner services: (1) An estimate of the percentile of 
the range of customary charges to 
which the revised payment structure 
equates and a description of the meth-
ods used to make the estimate. 
(2) An estimate of the composite av-
erage percentage increase of the re-
vised payment rates over the preced-
ing rates. 
• 447.204 Encouragement of provider par* 
tkipaUon. 
The agency's payments must be suf-
ficient to enlist enough providers so 
that services under the plan are avail-
able to recipients at least to the extent 
that those services are available to the 
general population. 
1447JOS Publk aotice of cfcangts la 
Statewide methodt and standards for 
setting payment rates. 
(a) When notice U required. Except 
as specified in paragraph (b) of this 
section, the agency must provide 
public notice of any significant pro-
posed change In its methods and 
standards for letting payment rates 
for services. 
(b) When notice U not required. 
Notice is not required if— 
921 
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(1) The change Is being made to eon* 
form to Medicare methods or levels of 
reimbursement; 
C2) The change Is required by court 
order, or 
(3) The change Is based on changes 
in wholesalers* or manufacturers* 
prices of drugs or materials, if the 
agency's reimbursement system is 
based on material cost plus a profes-
sional fee. 
CO Content of notice. The notice 
must— 
(1) Describe the proposed change in 
methods and standards; 
(2) Give an estimate of any expected 
increase or decrease in annual aggre-
gate expenditures; 
C3) Explain why the agency is chang-
ing its methods and standards; 
(4) Identify a local agency in each 
county (such as the social services 
agency or health department) where 
copies of the proposed changes are 
available for public review; (5) Give an address where written 
comments may be sent and reviewed 
by the public; and 
(6) If there are public hearings, give 
the location, date and time for hear-
ings or tell how this information may 
be obtained. (d) Publication of notice. The notice 
must— 
CD Be published before the proposed 
effective date of the change; and 
(2) Appear as a public announce-
ment in one of the following publica-
tions: 
CD A 8Ute register similar to the 
FEDERAL REGISTER. 
Cli) The newspaper of widest circula-
tion in each city with a population of $0,000 or more. 
Ciii) The newspaper of widest circula-
tion in the Bute, if there is no dty 
with a population of 60,000 or more. 
C4S PR SS6S0. Dec. I. 1M1; 47 PR 8567. Mar. 
1.1982. as ameoded at a PR 89057, Dec IS, 
1983) 
tubpmri C—Payment for Inpatient 
HotpHof end Unf-Tsn* Cart) tmdU 
pry i t m i i i 
Botncg if PR m?i. iept 10. Ittl. 
wiiess otherwise noted. 
• 447.1*0 Basis an* purpose. 
Ca) This subpart implements section 
1902<a)U3)(A) of the Act, which re-
quires that the State plan provide for 
payment for hospital and long-term 
care facility services through the use 
of rates that the Bute finds, and 
makes assurances satisfactory to the 
Secretary, are reasonable and ade-
quate to meet the costs that must be 
incurred by efficiently and economi-
cally operated facilities to provide 
services in conformity with State and 
Federal laws, regulations, and quality 
and safety standards. 
Cb) Section 44?.253(aX2) implements 
section 1902(a)(30) of the Act. which 
requires that payments be consistent 
with efficiency, economy, and quality 
of care; 
CO Section 447.271 implements sec-
tion 1903(1X3) of the Act, which re-
quires that payments for Inpatient 
hospital services not exceed the hospi-
tal's customary charges. 
Cd) Section 447.280 implements sec-
tion 1913(b) of the Act, which con-
cerns reimbursement for long-term 
care services furnished by swing-bed 
hospitals. 
I4S PR 66057, Dec 19.1983] 
PATKEXT RATES 
• 447.251 Definitions. 
For the purposes of this subpart— 
"Long-term care facility services*' 
means skilled nursing facility C6NF) 
services and intermediate care facility 
CICF) services, including intermediate 
care facility services for the mentally 
retarded (ICF/MR). 
"Provider** means an institution that 
furnishes inpatient hospital services or 
an institution that furnishes long-term 
care facility services. 
{46 PR 47971. Sept 90. 1991; 44 PR 94743. 
Nov. 4.19*1} 
9447.252 State plan requirements. 
Ca) The plan must provide that the 
requirements of this subpart are met 
Cb) The plan must specify compre-
hensively the methods and standards 
used by the agency to set payment 
rates in a manner consistent with 46 
CFR 201.2. 
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(c) If the agency chooses to apply 
the cost limits established under Medi-
care (see | 413.30 of this chapter) on 
an individual provider basis, the plan 
must specify this requirement 
(Approved by the Office of Management 
and Budget under control number O03S-
0193) 
(46 PR MOSS. Dec. IS, 19S3. as amended at 
•1 FR S4S33.Sept. 90. 1SSS] 
• 447.2S3 Other requirement*. 
(a) State assurances. In order to re-
ceive HCFA approval of a significant 
State plan change in payment meth-
ods and standards, the Medicaid 
agency must make assurances satisfac-
tory to HCFA that the requirements 
set forth in paragraphs (b) through (g) of this section are being met, must 
submit the related information re-
quired by 1447.255 of this subpart, 
and must comply with all other re-
quirements of this subpart. (b) Findings. Whenever the Medic-
aid agency makes a significant change 
in its methods and standards, but not 
less often than annually, the agency 
must make the following findings: (1) Payment rates. (1) The Medicaid 
agency pays for inpatient hospital 
services and Jong-term care facility 
services through the use of rates that 
are reasonable and adequate to meet 
the costs that must be incurred by ef-
ficiently and economically operated 
providers to provide services in con-
formity with applicable State and Fed-
eral laws, regulations, and quality and 
safety standards. 
<li) With respect to inpatient hospi-
tal services— (A) The methods and standards used 
to determine payment rates take into 
account the situation of hospitals 
which serve a disproportionate 
number of low Income patients with 
special needs; (B) The methods and standards used 
to determine payment rates provide 
that reimbursement for hospital pa-
tients receiving services at an inappro-
priate level of care under conditions 
similar to those described in section 
IMKVXIXO) of the Act will be made 
at lower rates, reflecting the level of 
care actually received. In a manner 
consistent with section lMKvXlXG); 
and 
(C) The payment rates are adequate 
to assure that recipients have reasona-
ble access, taking into account geo-
graphic location and reasonable travel 
time, to inpatient hospital services of 
adequate quality. 
(2) Upper limits. The Medicaid agen-
cy's estimated average proposed pay-
ment rate is reasonably expected to 
pay no more in the aggregate for inpa-
tient hospital services or long-term 
care facility services than the amount 
that the agency reasonably estimates 
would be paid for the services under 
the Medicare principles of reimburse-
ment. (c) Provider appeals. The Medicaid 
agency must provide an appeals or ex-
ception procedure that allows individ-
ual providers an opportunity to submit 
additional evidence and receive 
prompt administrative review, with re-
spect to such issues as the agency de-
termines appropriate, of payment 
rates. 
(d) Uniform cost reporting. The 
Medicaid agency must provide for the 
filing of uniform cost reports by each 
participating provider. 
(e) Audit requirements. The Medic-
aid agency must provide for periodic 
audits of the financial and statistical 
records of participating providers. 
(f) Public notice. The Medicaid 
agency must provide that it has com-
plied with the public notice require-
ments in 1447.205 of this part when it 
Is proposing significant changes to Its 
methods or standards for setting pay-
ment rates for inpatient hospital or 
LTC facility services. (g) Rates paid. The Medicaid agency 
must pay for inpatient hospital and 
long term care services using rates de-
termined in accordance with methods 
and standards specified in an approved 
State plan, 
C4I PR M0S7. Dec i t . l t t t ) 
1447.16$ Belated InfonaaUon. 
The Medicaid agency must submit, 
with the assurances described In 
1447.253(a). the following informa-
tion; 
(a) The amount of the estimated av-
erage proposed payment rate for each 
type of provider (hospital, SKF, ICF, 
or ICF/MR), and the amount by 
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which that estimated average rmte in-
creased or decreased relative to the av-
erage payment rate in effect for each 
type of provider for the immediately 
preceding rate period; (b) An estimate of the short-term 
and. to the extent feasible, long-term 
effect the change in the estimated av-
erage rate will have on— (1) The availability of services on a 
Statewide and geographic area basis; (2) The type of care furnished; (3) The extent of provider participa-
tion; and (4) The degree to which costs are 
covered in hospitals that serve a dis-
proportionate number of iow income 
patients with special needs. 
!4t PR MOM. Dec It. 1933) 
1447.25* Procedures for HCFA action on 
assurances and Bute plan amend-
mnts. 
(a) Criteria for approval (1) HCFA 
approval action on State plans and sig-
nificant or other 6tate plan amend-
ments, is taken in accordance with 45 
CFR 201.2 and 201.3 and sections 1116. 
1902(b) and 1915(f) of the Act. 
(2) In the case of State plan and 
plan amendment changes in payment 
methods and standards. HCFA bases 
its approval on the acceptability of the 
Medicaid agency's assurances that the 
requirements of 1447.253 have been 
met. and the State's compliance with 
the other requirements of this sub-
part. 
(b) Time HmiL HCFA will send a 
notice to the agency of Its determina-
tion as to whether the assurances re-
garding a State plan amendment are 
acceptable within 90 days of the date 
HCFA receives the assurances de-
scribed in 1447.253. and the related in-
formation described in 1447.255 of 
this subpart. If HCFA does not send a 
notice to the agency of its determina-
tion within this time limit and the pro-
visions in paragraph (a) of this section 
are met, the assurances and/or the 
State plan amendment will be deemed 
accepted and approved. (c) Effective date. A Bute plan 
amendment that Is approved will 
become effective not earlier than the 
first day of the calendar quarter in 
which an approvable amendment Is 
submitted in accordance with 45 CFR 
201.3(g) and 447.253. 
I4t PR MOM. Dec 19.1943) 
Urn* LIMITS 
• 447.171 Upper limit* based on castosaar? 
charges. 
(a) Except as provided in paragraph 
(b) of this section, the agency may not 
pay a provider more for inpatient hos-
pital services under Medicaid than the 
provider's customary charges to the 
general public for the services. 
(b) The agency may pay a public 
provider that provides services free or 
at a nominal charge at the same rate 
that would be used if the provider's 
charges were equal to or greater than 
Its costs. 
8WIH O-BED HOSPITALS 
9447.280 Hospital providers of BNF and 
1CF services (swing-bed hospitals). 
(a) If the State plan provides for 
SNF services furnished by a swing-bed 
hospital, as specified in I 440.40(a) of 
this chapter, the methods and stand-
ards used to determine payments rates 
must provide for payment for the rou-
tine SNF services at the average rate 
per patient day paid to SNFs for rou-
tine services furnished during the pre-
vious calendar year. 
(b) If the 8tate plan provides for 
ICF services furnished by a swing-bed 
hospital, as specified in 1440.150(f) of 
this chapter, the methods and stand-
ards used to determine payment rates 
must provide for payment for the rou-
tine ICF services at the average rate 
per patient day paid to ICFs, other 
than ICFs for the mentally retarded, 
for routine services furnished during 
the previous calendar year. 
147 TR 31533. July 90.1992} 
Subpart D—Payment MetH+di far 
Other Institutional and NonlnsWv-
Mofial Services 
Souacc 43 TR 45253. Sept. 99. 1979. 
unless otherwise noted. Redesignated at 49 
TR 47371.Sept. 30.1991. 
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I447J00 Basis art porpose. 
In this subpart. 11447.302 through 
447.334 and 447.361 implement section 
I902<aX30) of the Act. which requires 
that payments be consistent with effi-
ciency, economy and quality of care. 
Section 447.342 of this subpart imple-
ments section l§02<aX43) of the Act, 
which permits the 6tate plan to pro-
Tide for payment to a physician for 
laboratory services which the physi-
cian did not personally perform or su-
pervise. 6ection 447.371 implements 
section l§02<a*13XF) of the Act. 
which requires that the Btate plan 
provide for payment for rural health 
clinic services in accordance with regu-
lations prescribed by the Secretary. 
|4f PR 41560. Oct 1,1MU 
I447J02 State plan rsquirmenU. 
A State plan must provide that the 
requirements of this subpart are met. 
144 PR 4SM0. Oct. 1.1M1) 
1447J*4 Adherence to apper link*; FTP. 
(a) The Medicaid agency must not 
pay more than the upper limits de-
scribed in this subpart. (b) In the case of payments made 
under the plan for deductibles and co-
Insurance payable on an assigned Med-
icare claim for nonlnstitutional serv-
ices, those payments may be made 
only up to the reasonable charge 
under Medicare. 
tc) TFP is available in expenditures 
for payments for services that do not 
exceed the upper limits. ' 
KOTC The Secretary may waive any limi-
tation on reimbursement Imposed by Sub-
part D of thii part for experiment! conduct-
ed under section 402 of Pub. L. §0-425, In-
atnttres for Economy Experimentation, as 
amended by section 222(b) of Pub. L. §2-403. 
and under section 222(a) of Pub. L. §2-403. 
146 PR 4*540. Oct 1. IM1; 44 PR §4744. 
Hot. 4.1M11 
OuTTATixjrT Hoararax, am CLDCIC 
Sovicxs 
f 447J21 Ovtpetleat fceepfta! terrftcas art 
clink strrkta: Upper limits of pay* 
The agency may not pay more than 
the combined payments the provider 
gets from the beneficiaries and carri-
ers or Intermediaries for providing 
comparable services under comparable 
circumstances under Medicare. 
Oram bfrATinrr AJCD OurraTzniT 
FACILITIES 
1447.325 Other inpatient and outpatient 
facility services: Upper limits of pay-
ment 
The agency may pay the customary 
charges of the provider but must not 
pay more than the prevailing charges 
in the locality for comparable services 
under comparable circumstances. 
Dmuos 
1447.331 Drugi: Upper bmiU of payment 
Ca) The agency may not pay more 
for prescribed drugs than the lower of 
ingredient cost plus a reasonable dis-
pensing fee or the provider's usual and 
customary charge to the general 
public. 
Cb) Cost must be determined In ac-
cordance with | 447.332. 
(c) The dispensing fee must be set by 
the agency under 1447.333. 
143 PR 45253. Sept 3§. 1§7S. as amended at 
4ft PR 24M9. Apr. 11.1§S01 
§447.232 Cart of drags. 
(a) Multiple-aource drugs. A "multi-
ple-source drug" means a drug market-
ed or sold by two or more manufactur-
ers or labelers or a drug marketed or 
aoki by the same manufacturer or la-
beler under two or more different pro-
prietary names or both under a propri-
etary name and without such a name. 
Except as specified in paragraph (b). 
the cost of each multiple source drug 
designated by the Pharmaceutical Re-
imbursement Board (45 CFR Part 19) 
and published in the FEDERAL RBCIS-
m must be the lower of— (1) The maximum allowable cost (MAC) established by the Board and 
published in the FEDERAL REGISTER; or 
(2) The estimated acquisition cost as 
described in paragraph (c) of this sec-
tion. 
(b) Exception: Certification of brand 
name drugs. (1) The cost of a multiple-
source drug is not limited to the MAC 
If a physician certifies In his own 
handwriting that, in his medical Judg-
225 
f447J» 42 C« Ch. IV (10-1-46 I « H M ) 
ment, a specific brand is medically 
necessary for a particular recipient (2) The agency must decide what 
certification form and procedure are 
used. (3) A checkoff box on a form is not 
acceptable but a notation like "brand 
necessary** Is allowable. (4) The agency may allow providers 
to keep the certification forms if the 
forms will be available for inspection 
by the agency or HHS. 
Cc) All other drug*. CI) The agency 
must set the cost of all other pre-
scribed drugs at the estimated acquisi-
tion cost. 
C2) "Estimated acquisition cost" 
means the agency's best estimate of 
what price providers generally are 
paying for a drug. (3) The basis for the estimate must 
be the package size providers buy most 
frequently. 
WOTT To help Medicaid agencies with 
these estimates. HHS mikes avail Able infor-
mation, on a current basis, on the acquisi-
tion cost of the most frequently prescribed 
drugs. 
• 447.333 Dispeasliig fse. 
(a) The agency may set the dispens-
ing fee by taking Into account the re-
sults of surveys of the costs of phar-
macy operation. The agency must pe-
riodically survey pharmacy operations 
including— 
(1) Operational data: (2) Professional services data; (3) Overhead data; and 
C4) Profit data. (b) The dispensing fee may vary ac-
cording to— (1) Size and location of pharmacy; (2) Whether the drug Is a legend 
Item (for which Federal law requires a 
prescription) or nonlegend Item; and (3) Whether the drug Is dispensed by 
a physician or an outpatient depart-
ment of an Institution. (c) The dispensing fee may also vary 
for drugs furnished recipients In Insti-
tutions by a pharmacy using a unit 
dose system. In those cases 
CI) The dispensing fee Is Added to 
the Ingredient cost of the drug actual-
ly used; and (2) The fee Is either-
CI) An amount added to the cost of 
each unit dose; or 
CU) A dally or monthly capitation 
rate per recipient being furnished 
drugs. 
1447434 Upper limits for drugs formia**4 
as part of eerr lets. 
The upper limits for payment for 
prescribed drugs In this subpart also 
apply to payment for drugs provided 
as part of skilled nursing facility serv-
ices and Intermediate care facility 
services and under prepaid capitation 
arrangements. 
CUBICAL LaaoaATOK r Ssxvxco 
• 447.342 Physician billing for clinical lab-
oratory serf Ices. 
Ca) This section applies when a State 
plan provides for payments to physi-
cians for clinical laboratory services. 
Cb) [Reserved] 
Cc) A state plan may provide for pay-
ment to a physician who bills for clini-
cal laboratory services performed by 
an outside laboratory. Under these cir-
cumstances, the plan must provide 
that the agency will not pay the physi-
cian more than the amount that would 
be authorized under Medicare In ac-
cordance with 1405.515 Cb), CO, and 
' Cd) of this chapter. 
C46 PR 43560, Oct i. 1M1) 
FttPAXp GAFXTATIO* PLAKS 
• 447.341 Upper limit* of payment Bask 
contract 
Under a risk contract, Medicaid pay-
ments to the contractor, for a defined 
•cope of services to be furnished to a 
defined number of recipients, may not 
exceed the cost to the agency of pro-
viding those same services on a fee-for-
service basis, to an actuarially equiva-
lent nonenrolled population group. 
ttt PR 54025, Nov. 30.1M3) 
• 447.342 Upper Marts of payment: Noa-
risk contract 
Under a nonrisk contract, Medicaid 
payments to the contractor may not 
exoeed— 
Ca) What Medicaid would have paid, 
en a fee-for-servlce basis, for the serv-
ices actually furnished to recipients: 
plus 
S36 
Hearth C*ro FWnir>dng Adm)nltrr«ri*n, NHS tot 455 
Cb) The net savings of administrative 
costs the Medicaid agency achieves by 
contracting with the plan instead of 
purchasing the services on a fee-for-
te rvice basis. 
141 PR §4025. Nov. SO. 1S*3) 
. UVEAL HEALTH CLIXIC 8 o m c s s 
• 447*71 Services fernisHed by rural 
fcecith clink*. 
The agency must pay for rural 
health clinic services, as defined in 
1440.20(b) of this subchapter, and for 
other ambulatory services furnished 
by a rural health clinic, as defined in 
1440.20(c) of this subchapter, as fol-
lows: 
(a) For provider clinics, the agency 
must pay the reasonable cost of rural 
health clinic services and other ambu-
latory services on the basis of the cost 
reimbursement principles in Part 413 
of this chapter. For purposes of this 
section, a provider clinic is an integral 
part of a hospital, skilled nursing facil-
ity, or home health agency that is par-
ticipating in Medicare and is licensed, 
governed, and supervised with other 
departments of the facility. 
(b) For clinics other than provider 
clinics that do not offer any ambulato-
ry services other than rural health 
clinic services, the agency must pay 
for rural health clinic services at the 
reasonable cost rate per visit deter-
mined by a Medicare carrier under 
11405.2426 through 405.2429 of this 
chapter. 
(c) For clinics other than provider 
clinics that do offer ambulatory serv-
ices other than rural health clinic 
services, the agency must pay for the 
other ambulatory services by one of 
the following methods: 
(1) The agency may pay for other 
ambulatory services and rural health 
clinic services at' a single rate per visit 
that is based on the cost of all services 
furnished by the clinic. The rate must 
be determined by a Medicare carrier 
under | | 405.2426 through 405.2420 of 
this chapter. 
(2) The agency may pay for other 
ambulatory services at a rate set for 
each service by the agency. The rate 
must not exceed the upper UmiU In 
this subpart. The agency must pay for 
rural health clinic services at the Med-
icare reimbursement rate per visit, as 
specified in 1405.2426 of this chapter. 
(3) The agency may pay for dental 
services at a rate per visit that is based 
on the cost of dental services fur-
nished by the clinic. The rate must be 
determined by a Medicare carrier 
under | | 405.2426 through 405.2420 of 
this chapter. The agency must pay for 
ambulatory services other than dental 
services under paragraph (c) (1) or (2) 
of this section. 
(d) For purposes of paragraph (c) (1) 
and (3) of this section, "visit" means a 
face-to-face encounter between a clinic 
patient and any health professional 
whose services are reimbursed under 
the State plan. Encounters with more 
than one health professional, and mul-
tiple encounters with the same health 
professional, that take place on the 
same day and at a single location con-
stitute a single visit, except when the 
patient, after the first encounter, suf-
fers illness or injury requiring addi-
tional diagnosis or treatment 
(43 FR 45253. Sept 29.1S7S. as amended at 
II FR 34533. Sept SO. 1SS6] 
FAIT 455—WOCRAM INTEGRITY: 
MEDICAID 
Sec 
455.1 Bssis and scope. 
455.2 Definition*. 
455.S Other applicable regulations. 
455.12 Bute plan requirement. 
455.13 Methods for Identification, tmrestl-
gation. and referral. 
455.14 Preliminary investigation. 
455.15 Full investigation. 
455.10 Resolution of full investigation. 
455.17 Reporting requirements. 
455.11 Provider's statements on data 
form. 
455 19 Provider's statement on ehsefc. 
455.30 Recipient verification procedure. 
455.21 CoopermUon with State Medicaid 
fraud control unit. 
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recipient mates application tar aid)** preceding "audi-
ami cart". 
B i i e u m Data or 1668 Aimmagrr 
Amendment by oecUon 131 of Pub L 89-87 appllca-
We In the ease of tipenditurctt made after Dec. II. 
1*65. under a But* plan approved under thii sub-
Chapter, aee aection 221(e) of Fub L 69-07. aet out as 
an Effective Dale of 1965 Amendment note under aec-
tion 80S of thii title. 
Amendment by aection 602(d) of Pub L. 69-97 appli-
cable In the case of expenditure* made after Dec 61, 
1965. under a lUte plan approved under subchapter I. 
X XIV. or XVI of thii chapter, aee aection 402(e) of 
Pub L 69-97, aet out at an Effective Date of 1965 
Amendment note under aection 606 of thii title. 
s>yamit DATB or 1962 Amumanwr 
Amendment by aection 166(d) of Pub. L 67-642 ap-
plicable in the caae of applications made after Sept. 
60. 1962. under a 6tate plan approved under sub-
chapter I. IV. X or XIV of this chapter, aee aection 
166(e) of Pub L 67-643, aet out ai an Effective Date 
of 1962 Amendment note under aection 606 of thii 
title. 
SUBCHAPTER XV—UNEMPLOYMENT COM-
PENSATION FOR FEDERAL EMPLOYEES 
H 1661 to 1664. Repealed Pub L 69-664, f 6(a), Sept 
6» 1966, 60 Stat 656,660,661 
Section 1961. act Aug 14. 1935. eh. 621. title XV. 
§1501. ai added Sept 1. 1954. ch 1212. § 4(a). 66 Stat 
1130. and amended Am 26. 1958. Pub L 66-448. | 2 . 
72 8tat 1087. July 12. 1960. Pub L. 66-624 |3(Xg). 74 
Stat 420. Sept 13. 1960. Pub L 66-778. title V. 
M 531(e). 642(d). 74 S U t 964. 966. defined terms uaed 
In thii subchapter. 
Pub L 90-248. title IV, 1403(f). Jan 2. 1966. 61 B u t 
932. amended aection 1361<aX6). (9). without reference 
to repeal of such aection by Pub L 69-654. f 6(a). 
Section 1362. act Aug 14. 1935. ch 631, title XV. 
11502. as added Bept 1.1954 ch 1212.14(a). 66 But. 
1131. and amended Bept 13. 1960. Pub L 66-776. UUe 
V. |643(bXlXA). 74 But 965. provided for compensa-
tion of Federal employees under lUte agreements 
Section 1363. act Aug 14. 1935. ch 631, UUe XV, 
11603. as added Bept 1, 1954. ch 1212.14(a). 66 B u t 
1132. and amended Bept 16. 1960. Pub L 66-776. UUe 
V. |643(bXlXB). (C). (CXI), 74 B u t 966. provided for 
eompensaUon of Federal employees in absence of state 
agreement 
SecUon 1664. act Aug 14, 1935. ch 631. UUe XV. 
11604. as added Bept 1, 1954. ch 1212.14(a). 66 B u t 
1133. and amended Bept II. 1960. Pub L> 66-778. UUe 
V. 1642(b)(2). 74 But 966. related to assignment to 
Stale of Federal service and wages. 
11665 liiaalsd, Pak L 66-441,11, Apr, f t I960, 74 
Section, aet Aug 14,1965. eh 661. UUe XV, 11605, as 
added Bept 1. 1664. eh 1212. f 4(a). 66 But 1113, re-
lated to the sutus of a Federal employee who was per-
forming Federal service at the time of his separation 
sYoa employment by the United States, 
STHWIIII Dart or MBWIAI 
Repeal of section effective only with respect to bene-
fit rears which began more than thirty days after the 
Saw of enactment of Pub. L 96-442 (Apr. 22.1960). 
H1166 to m i . Repealed. Fab. L 69-464, | 6(a). Sept 
4» 1966,66 StaL 666,660,461 
Section 1666. act Aug 11 1966. ch. 661. tlUe XV. {1606. as added Sept 1. 2964. ch. 1212.14(a). 66 Stat 183. provided for paymenU to Sutea. 
SecUon 1667. act Aug 14. 1635. ch. 661, title XV. 
• 1667. as added Sept 11964. ch. 1612. |4(a). 46 Stat 
1184. and amended Aug 66. 1958. Pub L 66-448. | 4 . 
72 But 1069. Bept 13. 1960. Pub 1* 66-776. UUe V, 
1631(f). 74 But 684. provided for dissemination of in-
formation by both Federal and Bute agencies 
Section 1368. act Aug 14. 1935. ch. 631. UUe XV, 
11608. as added Bept 1. 1864. ch. 1212. |4(a). 46 Stat 
1135. related to penalties. 
Section 1369. act Aug 14. 1935. ch. 611, UUe XV, 
11509. as added Bept 1. 1954. ch 1212.14(a). 66 Stat 
1136. related to rules and regulations. 
SecUon 1370. act Aug 14. 1935. ch. 621. UUe XV. 
11610. as added 8ept. 1. 1654. ch 1212.14(a). 46 Stat 
1135. related to authorization of appropriaUoni. 
SecUon 1371. act Aug 14. 1935. ch. 631. UUe XV. 
11511. as added Aug 26. 1958. Pub L 66-648. f 3. 72 
But 1087. and amended Bept 2. 1958. Pub L 66-457, 
113(1X3). 72 But 1265. Apr 22. 1960. Pub L 66-442. | 2 . 74 BUt 62. Bept 18. 1960. Pub L 66-776. UUe V. 
1642(c), 74 8 u t 666. provided an ex-eervicemen's un-
employment oompenaaUon program. 
SUBCHAPTER XVI—SUPPLEMENTAL SE-
CURITY INCOME FOR THE AGED, 
BLIND, AND DISABLED 
SuacHArra RSTXXJLSD TO m Onoa Secnosrs 
This subchapter Is referred to tn secUons 401. 426, 
602. 1301. 1306a, 1308. 1309. 1311. 1315. 1316. 1316. 
1319, 1382. 1382c. 1395v. 1395z, 1396a. 1396b. 18964, 
1897a. 1397b. 1397c. 1397f. 6862 of thii UUe. Utle 7 sec-
Uons 1431. 1012. UUe 29 section 981; UUe 46 section 
1421Q. 
11681. Statesaeat ef purpose; authorisation of appro-
priations 
For the purpose of establishing a naUonal 
program to provide supplemental aecurity 
Income to individuals who have attained age 45 
or are blind or disabled, there are authorized to 
be appropriated sums aufficient to carry out 
this subchapter. 
(Aug. 14. 1435, eh. 531. title XVI. 11601. as 
added Oct. SO. 1972, Pub. L. 42-403. UUe m , 
1101,46 S U t 1455.) 
Paioe Paufiaioftt 
A prior section 1381. act Aug 14. 1635. ch. Ml. UUe 
XVI. 11601. as added July 25. 1962. Pub L 67-643, 
UUt 1,1141(a), 76 But 197. authorised appropriaUoni 
for granU to Butes for aid to the aged, blind, or dis-
abled, and for medical assistance for the aged, prior to 
the general amendment of UUe XVI of the Social Se-
curity Act by Pub. L 92-403.1601. 
Emcrrvs DATS 
SecUon 601 of Pub. L. 62-403 provided In part that 
this section Is to take effect Jan. 1,1974. 
OoirrnroATiOH or FXBSXAL FTOAJICUL PsjmcxrATio* w 
ExrsaxioDfTAX, PILOT, OK DnfoasTBATiox PIOJXCTS 
Amove* BKTORI OCTOSZR 1973. roa PERIOD OW-AFD-
A r m DsracBca 31. 1973. WITHOUT DDOAL oa Rs-
WDcnoit On Accotnrr Or BOBCHATTIF XVI Paori-
aioas. WAITS* or BuacHArnoi XVI Rsmucnoai roe 
limmouALS. FiDUUL PATMIKTS or NonPsaauu. 
Ssuas as BurnjamrrAiT PATMDTTS 
Subchapter provisions without effect en Federal Fi-
nancial Participation In Experimental. Pilot or Dem-
aostreUon Projects approved before Oct 1. 1972. for 
period on-and-after Dec 21. 1973. eee section 11 of 
Pub L 63-233. Dec 31. 1973. 67 B u t 664. art out as a 
arte under section 1316 of this UUe. 
Poarro Rioo. Ooast asm Vxaoxv ISLAMIC 
toactment of eecUon 1601 of the Social Security Act 
Cthis section) by Pub L 62-603. eff. Jan 1.1674. was 
wot applicable to Puerto Rico. Ouam. and the Virgin 
attends. See section 606(b) of Pub. L 62-406. est out as 
|1991a TITLE 49-THE PUBLIC HEALTH AND WELFARE Pa*e 7M 
a note under faction 101 of this title. Therefore, as to 
Puerto Rico. Ouam, and the Virgin Islands, section 
1001 of the 8ocial Security Act Cthli section) as It ex-
isted prior to reenactment by Pub. L §2-003 continues 
to apply at follows: 
11M1 Authorization of appropriations 
Tor the purpose (a) of enabling each State, as far as 
practicable under the conditions in such 6ute. to fur-
nish financial assistance to needy individual* who are 
•5 yean of ag? or over, are blind, or are It years of 
ate or over and permanently and totally disabled, (b) 
of enabllns each 8ute. as far as practicable under the 
oonditlons in such Bute, to furnish medical assistance 
on behalf of Individuals who are 05 years of ate or 
over and who are not recipients of aid to the aged. 
blind, or disabled but whose income and resources are 
Insufficient to meet the costs of necessary medical ser-
vices, and (c) of encouraging each State, as far as prac-
ticable under the conditions in such 8tate. to furnish 
rehabilitation and other services to help individuals 
referred to in clause (a) or (b) to attain or retain capa-
bility for self-support or self-care, there Is authorised 
to be appropriated for each fiscal year a sum sufficient 
to carry' out the purposes of this subchapter. The 
sums made are available under this section shall be 
used for making payments to States which have sub-
mitted, and had approved by the Secretary of Health. 
Education, and Welfare. State plans for aid to the 
aged, blind, or disabled, or for aid to the aged, blind, or 
disabled and medical assistance for the aged. 
(Aug 14. 1935. ch 131. title XVI. f 1001. as added July 
25. 1962. Pub L 17-543. title I. 1141(a). 76 Stat. 107.) 
pATioorrs UITDO Csxrrni PBOTISIOHS D» EFTSCT 
Bsroai JAJTUAXT 1. 1074. FOSJ ACTTVITOS CAJUUXD 
OUT THROUGH D s r n a o 21. 1073. UWDEF STATS 
PLAJIS A m o v D UKDEX SUSCHATTI* 1. X XIV. o* 
X V I PlOTlSlOWS. AJCD FOR ADMIFimUTTVT ACTIVITIES 
Aran JAJTUAAT 1, 1074. CLOSXJIO OUT SUCH ACTTTI-
Pub L 02-233. 110(b). Dec. 91. 1973. 97 Stat. 971 
provided that "Notwithstanding the provisions of sec-
tion 301 of the Social Security Amendments of 1073 
CenacUnt this subchapter!, the Secretary of Health. 
Education, and Welfare shall make payments to the 50 
States and the District of Columbia after December 
31. 1073. In accordance with the provisions of the 
Social Security Act (this chapter] as in effect prior to 
January 1. 1074. for (1) activities carried out through 
the close of December 91. 1073. under 6tate plans ap-
proved under title (subchapter] I. X. XTV, or XVI. of 
ouch Act (this chapter], and (2) administrative activi-
ties carried out after December 31. 1073. which such 
Secretary determines are necessary to bring to a close 
activities carried out under ouch Bute plans.** 
11991a. Bask taUUesaent to benefits 
Every aged, blind, or disabled Individual who 
la determined under part A to be eligible on the 
bails of his income and resources shall, in ac-
cordance with and subject to the provisions of 
this subchapter, be paid benefits by the Secre-
tary of Health, Education, and Welfare. 
(Aug 14. 1035. eh. 931. title XVI. 11902, as 
Sdded Oct. 90, 1972, Pub. L. 02-403, title III. 
1901. M 8UU 1495.) 
Pasoa PwoTxnosa 
A prior section 1902 of act Aug 14. 1935. eh 991. 
title XVI, as added July 99. 1993. Pub. L 37-943. UUe 
L |141(a). 79 Stat 199. and amended Oct. 13. 1994. 
Pub. L 99-950. | Kb). 79 Stat 1079. July 90. 1995. Pub. 
L. 99-97. UUe II. |221(dK3). UUe IV. 1403(e), 79 But. 
999. 419: Jan. 9. 1999. Pub. 1* 90-243. UUe XL 
9f 21(KsX5). 213<aX4). 941(d). 91 Stat. 996. 999. 917, 
formerly classified to atctlon 1992 of this UUe. set 
forth the required eontents of state plans for aid to 
the aged, blind, or disabled, and for medical assist aunt 
for the aged, prior to the general amendment of tstst 
XVI of the Social Security Act by Pub. L 92-903. 
1901. 
Brrsciivs Dan 
Section 901 of Pub. 1* 92-903 provided to part that 
this section U to take effect Jan. 1,1974. 
Pusxro Rico, OUAM, airs tms VOCDI ISLAJTM 
Enactment of provisions of Pub I* 92-903. eff. Jan. 
1, 1074. not applicable to Puerto Rico. Ouam. and the 
Virgin Islands, see section 303(b) of Pub. L. 92-903. set 
out as a note under section 301 of this UUe. 
Parr A—DrnaimtATXO* or Burxrxrs 
PAST Rsrzuum TO OI OTHSS Sscnovs 
This part is referred to In section 1991s of this UUe. 
11992. Eligibility for benefits 
(a) Definition of eligible individual 
(1) Each aged, blind, or disabled individual 
who does not have an eligible spouse and— 
(A) whose income, other than Income ex-
cluded pursuant to section 1382a(b) of this 
title, is at a rate of not more than 91,752 (or, 
if greater, the amount determined under sec-
tion 1382f of this title) for the calendar year 
1074 or any calendar year thereafter, and 
(B) whose resources, other than resources 
excluded pursuant to section 1382tXa) of this 
title, are not more than (1) in case such indi-
vidual has a spouse with whom he is living, 
92.250, or (ii) in case such individual has no 
spouse with whom he Is living, 91.900. 
shall be an eligible Individual for purposes of 
this subchapter. 
(2) Each aged, blind, or disabled Individual 
who has an eligible spouse and— 
(A) whose income (together with the 
income of such spouse), other than Income 
excluded pursuant to section 1382s(b) of this 
title, is at a rate of not more than 92.82S (or, 
if greater, the amount determined under sec-
Uon 1382f of this title) for the calendar rear 
1074, or any calendar year thereafter, and (B) whose resources (together with the re-
sources of such spouse), other than resources 
excluded pursuant to section 1382b<a) of this 
title, are not more than $2,250, 
shall be an eligible individual for purposes of 
this subchapter. 
(b) Asftount of benefits 
(1) The benefit under this subchapter for an 
Individual who does not have an eligible spouse 
shall be payable at the rate of 91,752 (or, if 
greater, the amount determined under section 
1382f of this UUe) for the calendar year 1974 
and any calendar year thereafter, reduced by 
the amount of income, not excluded pursuant 
to section 1992a(b) of this UUe. of such individ-
ual. 
(2) The benefit under this subchapter for an 
Individual who has an eligible spouse shall be 
payable at the rate of 92,928 (or. if greater, the 
amount determined under section 1992f of this 
UUe) for the calendar year 1074 and any calen-
dar year thereafter, reduced by the amount of 
income, not excluded pursuant to secUon 
1992a(b) of this UUe. of such Individual and 
• ISM TITLE 42-THE PUBLIC HEALTH AND WELFARE P u e l l S 
Subset. <aX2>. Pub. L. 97-45. |2164(eX2xB). •truck 
out "(including eipendltures for premiums under part 
B of subchapter XVlli of thU chapter for individual! 
who ore recipient! of money payment* under ouch 
plan and other Insurance premJumi for medical or any 
Other trpe of remedial care or the coat thereof)". 
Subset. (SK3) Pub. L 97-25. | 2353UX1XA). redeslf-
Bated subpar. CAxtv) at subpar. (A), struck out former 
subpart. (AK1), which included services prescribed pur-
suant to tubsec. (cXl) of this section and provided to 
applicants for or recipients of aid to the permanently 
and totally disabled to help them attain self-support, 
<AXU>. which included other services, specified by the 
Secretary as likely to prevent or reduce dependency, 
and (AMill), which included any of the service* in sub-
pan (AMD and (U) deemed appropriate for individuals 
likely to become applicants for or recipients of aid to 
the permanently and totally disabled, redesignated 
former subpar. (C) as (B). and struck out former 
subpar. (B). which Included one-half of so much of the 
expenditures, not Included In subpar. (A), as are for 
services for applicants for or recipients of aid to the 
permanently and totally disabled or Individuals likely 
to become applicants or recipients, and subpart (D) 
and (E) and provision following subpar. (E)( which 
specified what services were Includible. 
Subset. (sM4). Pub. L #7-35, |2353(/X1XB). struck 
out par. (4). which provided payment. In the case of 
any State whose plan approved under section 1352 of 
this title did not meet the requirements of lubsec. 
(cXl) of this section, of an amount equal to one-half 
of the total of the turns expended during the quarter 
as found necessary by the Secretary for the proper 
and efficient administration of the State plan. 
Subsec (c) Pub. L 97-35. I 2353(2X2). struck out 
subsec <c), which proscribed eligibility requirements 
for payments. 
Err s u m D s n or 1981 Aaumisimr 
Amendment by section 2353(f) of Pub. L. 97-25 effec-
tive, except as otherwise explicitly provided. Oct. 1, 
1961. see section 2354 of Pub. L. 97-35. set out as an 
Effective Date note under section 1397 of this title. 
Err f l i t i DATE or 1975 AnummatT 
Amendment by section I of Pub. L 92-447 effective 
with respect to payments under sections 603 and 603 
of this title for quarters commencing after Sept. 20, 
1975. see section 7(b) of Pub. L 93-447. set out as an 
Effective Date of 1975 Amendment note under section 
903 of this title. 
Amendment by section I of Pub. L 92-947 effective 
with respect to payments for quarters commencing 
after Sept 20. 1975. see section 7(a) of Pub. L. 93-947. 
set out as an Effective Date of 1975 Amendment note 
wnder section 203 of this title. 
Taawsrm or Powcnows 
Tbe Secretary of Health. Education, and Welfare 
was redesignated the Secretary of Health and Human 
Services by section 500(b) of Pub. L 96-98. which si 
Classified to section 2606(b) of Title 20. Education. 
Stocnow R r a t D TO IS OTWJES ftscnosrs 
This section Is referred to In sections 643.1216.1219, 
2219 of this UUe. 
f 1964. Operation of stele pfaas 
III the case of any Bute plan for aid Io the 
permanently and totally disabled which has 
been approved by the Secretary of Health and 
Human Services. If the Secretary after reason-
able notice and opportunity for hearing to the 
State agency administering or supervising the 
administration of such plan, finds-
Use wtflin edition for text of (1) end (*> end 
concluding provision*) 
(As amended Oct. 17. 1979. Pub. L. it-SB. UUe 
V. 1909(b). 93 SUt. 995.) 
Tsussra or Pusciions 
The Secretary of Health. Education, and Welfare 
was redesignated the Secretary of Health and Human 
Services by section 609(b) of Pub. L. 96-66. which Is 
classified to section 2606(b) of Title 20. Education. 
11266. DeflftJUoas 
For the purposes of this subchapter, the term 
"aid to the permanently and totally disabled" 
means money payments to needy individuals 
eighteen years of age or older who are perma-
nently and totally disabled, but does not in-
clude any such payments to or care in behalf of 
any individual who is an inmate of a public in-
stitution (except as s patient in a medical insti-
tution) or any individual who is a patient in an 
Institution for tuberculosis or mental diseases. 
Such term also includes payments which are 
not included within the meaning of such term 
under the preceding sentence, but which would 
be so included except that they are made on 
behalf of such a needy individual to another in-
dividual who (as determined In accordance with 
standards prescribed by the Secretary) i6 inter-
ested in or concerned with the welfare of such 
needy individual, but only with respect to a 
State whose State plan approved under section 
1252 of this UUe includes provision for— 
[See main edition for text cf(l) to (5) and 
concluding provisions] 
(As amended Aug. 19. 1981. Pub. 1* 97*45. UUe 
XXI. 121S4(CX3). 95 SUt 617.) 
1961— Pub. L. 97-35 struck out in provision preceding 
par. (1) ", or (if provided on or after the third month 
before the month in which the recipient makes appli-
cation for aid) medical care in behalf of. or any type of 
remedial care recognized under State law in behalf 
of," following "money payments to**. 
SUBCHAPTER XVI—SUPPLEMENTAL SE-
CURITY INCOME FOR THE AGED. 
BUND. AND DISABLED 
S U S O S A T O RSFDUUB) TO III ORDER SSCTlOStS 
This subchapter is referred to in sections 401. 604, 
426. 602. 9*10. 671. 972. 701. 909.1201. 1206a, 1206. 1209. 
1210. 1211. 1215. 1216. 1218. 1219. 1320a-6. 1220O-2. 
1220D-2. 1262. 1282c. 1295v. 1295*. 1296a. 1296b. 12964 
1997. 6662. 6624 of this UUe; UUe 7 secUons 2012. 2014. 
9016. 2026; UUe 6 section 1522; UUe 26 section 61; UUe 
99 sections 762s, 902. 666.967. UUe 46 section 1421Q. 
• 1961. StatessesU of pwrwose; awtkocixaUoo of appro-
friattoAS 
Amjcanow TO MOSTWAJI l i s s ims Isuxas 
rar applicability of this section Io the Northern 
liariana Islands, see section 602(aKl) of the Covenant 
to Establish a Commonwealth of the Northern Harl-
an* Islands In PoliUcaJ Union with the United States 
of America, as set forth In Pub L 94-241. liar. 94. 
1976. 90 SUt. 962. eff. Jan. 9.1978. pursuant to Proc 
No. 4524. Oct 24. 1977. 42 PJ\ 9593. set out as notes 
under section 1991 of Title a . Territories and Insular 
Fate 419 TITLE 42-THE PUBLIC HUALTH AND WELFARE 91882 
TVWKTO Rioo. Ooan. a n Vnom lautns 
Enactment of aection 1901 of the Social Security Act 
IthU aection) by Pub. L 92-603, eff. Jan. 1. 1974. was 
Dot applicable to Puerto Rico. Ouaxn. and the Virgin 
Islands See aection 805(b) of Pub. L 92-603. aet out at 
a note under aection 10) of this title. Therefore, at to 
Puerto Rioo. Ouam. and the Virgin Islands, aection 
1601 of the 8ociaJ Security Act [this aection) at it ex 
iited prior to reenactment by Pub. L 92-603. and at 
amended, continue* to apply and readf aa follows: 
11361. Authorization of appropriation* 
For the purpoae of enabling each State, a* far aa 
practicable under the conditions in such 8tate. to fur-
nish financial assistance to needy individuals who are 
65 years of age or over, are blind, or are 16 years of 
age or over and permanently and totally disabled. 
there is authorized to be appropriated for each fiscal 
year a sum sufficient to carry out the purposes of this 
subchapter. The sums made available under this sec-
tion shall be used for making payments to 8tates 
which have submitted, and had approved by the Secre-
tary of Health and Human Services. State plans for 
aid to the aged, blind, or disabled. 
(Aug 14.1935. ch 831. title XVI. f 1601. as added July 
15. 1962. Pub. L 67-643. title I. 1141(a). 76 6tat. 197. 
and amended Oct. 17, 1979. Pub. L 96-66. title V. | SOvib). 93 Stat 695; Aug. 13. 1981. Pub. L 97-35. title 
XXI. |2164<dX3), title XXIII. |2353(mXl). 65 S U t 
817.678.) 
• 1861a. Bask e»UUew*eai to benefits 
Csuns or Nascs 
The Secretary of Health. Education, and Welfare 
was redesignated the Secretary of Health and Human 
Services by section 8506(b) of Title 80. Education. 
ArrucAnon TO N o s t r a * MAMIABA ISLTOS 
For applicability of this section to the Northern 
Mariana Islands, see aection 602<aMl> of the Covenant 
to Establish a Commonwealth of the Northern Mari-
ana Islands in Political Union with the United States 
of America, as aet forth in Pub. L 94-241. Mar. 24. 
1976. 90 SUt. 863. eff. Jan. 9. 1978. pursuant to Proc. 
No 4534. Oct. 24. 1977. 42 PJR. 6593. set out as notes 
wnder aection 1661 of Title 46. Territories and Insular 
PAST A—DSTBLKXJMTXO* or B i m r m 
11882. Eligibility far btftcftts 
ISee main edition for text of (a) and (5)) 
(e) Eetrospective accoMting; relevant considerations; 
effective date of oppikatiofi; waiver of Msalta-
CD An individual's eligibility for a benefit 
under this subchapter for a month shall be de-
termined on the basis of the individual's (and 
eligible spouse's, if any) income, resources, and 
other relevant characteristics in such month, 
and. except as provided in paragraph (2). the 
amount of such benefit shall be determined for 
auch month on the basis of income and other 
characteristics in the first or, If the Secretary 
•o determines, second month preceding auch 
month. Eligibility for and the amount of such 
benefits shall be redetermined at auch time or 
times as may be provided by the Secretary. 
12) The amount of such benefit for the month 
In which application for auch benefits is filed 
or. If the Secretary to determines, for auch 
month and the following month, and for any 
month following a month of ineligibility for 
such benefits (or. If the Secretary so deter-
mines, such month and the following month) 
ahall be determined on the basis of the individ-
ual's (and eligible spouse's, if any) income and 
other relevant circumstances in such month. (8) For purposes of this subsection, an appli-
cation shall be effective as of the first day of 
the month in which it is filed. (4) The Secretary may waive the limitations 
specified in subparagraphs (A) and (B) of sub-
section (eXl) of this aection on an individual's 
eligibility and benefit amount for a month (to 
the extent either such limitation is applicable 
by reason of auch individual's presence 
throughout such month in a hospital, extended 
care facility, nursing home, or intermediate 
care facility) if such waiver would promote the 
individual's removal from such institution or fa-
cility. Upon waiver of such limitations, the Sec-
retary ahall apply, to the month preceding the 
month of removal, or, if the Secretary so deter-
mines, the two months preceding the month of 
removal, the benefit rate that is appropriate to 
auch individual's living arrangement subse-
quent to his removal from auch institution or 
facility. 
[See main edition for text of(d)1 
(e) Limitation on eligibility of certain iadivMoals 
ISee main edition for text of (1) to (J)J 
(4) Ho benefit shall be payable under this 
subchapter, except as provided in section 1382h 
of this title (or section 1382e(cX3) of this title), 
with respect to an eligible individual or his eli-
gible spouse who is an aged, blind, or disabled 
individual solely by application of section 
1382c(a)(3XF) of this title for any month, after 
the third month, in which he engages in sub-
stantial gainful activity during the fifteen-
month period following the end of his trial 
work period determined by application of aec-
tion 1382c<aX4XDXi) of this title. 
ISee main edition for text of (f) to (A)] 
(As amended June 9, 1980. Pub. L. 96-265. title 
III, | 303(cX2), 94 SUt. 453; Aug. 13. 1981. Pub. 
L. 97-35, title XXIII, | 2841(a), 95 SUt 965.) 
I981-8ubaec. (e). Pub. U 97-85 substituted provision 
that eligibility and benefit amount generally be deter-
mined on a one-month retrospective basis, with for the 
first month of eligibility, the month in which the ap-
plication is fUed. eligibility and benefit amount both 
determined on a prospective basis for provision that 
eligibility and benefit amount be determined on a 
quarterly prospective basis and Inserted provision 
authorising the Secretary to grant waivers. 
1990-Subaec <tX4>. Pub. L> 99-898 added par. (4). 
yjfscnti DAW or 1981 Asian satin r a n 
TaAwsmoMai. Provision 
•action 8841(c) of Pub. U 97-35 provided that 
M(l) The amendments made by this aection tamend-
ing subaec. (c) of this section and section 1882a(bX3) 
Of this title) shall be effective with respect to months 
after the first calendar quarter which ends more than 
five months after the month in which this Act is en-
acted [August. 1981). 
M(9) The Secretary of Health and Human Service* 
amy. voder conditions determined by him to be MOSS-
Page t t t TITLE 42-THE PUBUC HEALTH AND WELFARE • 13§2 
SUBCHAPTER XIV—ORANT8 TO STATES 
FOR AID TO THE PERMANENTLY AND 
TOTALLY DISABLED 
SuMXAra R V B I B to 111 Oram Sacnovs 
Thii subchapter It referred to in sections 438. §02, §71. 1S01. 1306a, ISOS. 1106. 1311. 1315. ISIS. ISIS. 
ISIS. lS20b-2. llWb-1. 1120b-7. 1SS2. 1332c. ISSftv. 
1366a. 1166b. U66d of this title; UUe 7 section 1012; 
UUe 34 section §10*. 
I IIS* State plans for aid I* U* permanently and n> 
tall/ diishled 
BHAcnmrr or Suisnrao* (aKll) 
Pub. L $8-369, div. B, title VI, %26SHg\ 
UK2), July 18, 1984, $8 StaL 11S0, 1151, prth 
vided that, effective Apr. 1, 198S, unless a 
waiver has been granted to a State to delay 
the effective date but in no event beyond 
Sept 30, 1986, subsection (a) is amended by 
Btriking out "and" at the end of clause U1X 
and by inserting before the period at the end 
thereof the following: #V and ill) provide 
that information is requested and ax-
changed for purposes of income and eligibil-
ity verification in accordance with a State 
system which meets the requirements of sec-
tion 1320b-7ofthis title". 
SUBCHAPTER XVI—SUPPLEMENTAL SE-
CURITY INCOME FOR THE AGED, 
BLIND. AND DISABLED 
SusaLtrm R e m u s TO HI O T O SKTIOHS 
Thii subchapter is referred to in sections 401, 404, 
428. §02. S12. S70, §71. §73. 701. §06. 1301, 1306A, 1306, 
1106. 1310. 1311, 1316. 1316, 1118. ISIS. 1320*-*, 
1120b-l, 1320b-3. 1320b-§. 1220b-7. 1282. 1182c. 12S5v. 
13952. 1166*. 13Mb. 1166d. H66p. 1667. 3013. §882. §824 of thii UUe: UUe 7 sections 2012. 2014. 2015. 2028; 
UUe S secUon 1522; UUe 28 sections SI. §102. UUe 26 
section 762*. UUe 48 secUon 142 lq. 
§ 1331a. Baric entitlement to benefits 
Every aged, blind, or disabled individual who 
is determined under part A of this subchapter 
to be eligible on the basis of his income and re-
sources shall, In accordance with and subject to 
the provisions of this subchapter, be paid bene-
fits by the Secretary of Health and Human 
Service*. 
(Aug. 14, 1035. eh. §31. title XVI. 11602. as 
added Oct. 30. 1972. Pub. L. 92-§03, title III, 
1301. §6 Stat. 1465, and amended July 16, 1664. 
Pub. L. §6-366. div. B. UUe VI. I *663(JX2XE). 
§6 Stat. 1170.) 
2§§4-Pub. L §§-§§§ substituted "Health and 
Human SenrtonT lor "Health. Education, and Wel-
fare". 
EiFf.uu Dan or 1§§4 Anaasnam 
Amendment by Pub. L §§-146 effective July 1§, 
l§§4. but not to be construed as changing or affecting 
any light, liability, status, or interpretation which ex-
isted (under the provisions of law Involved) before 
that date, see secUon 3884(b) of Pub. L §§-§§§. set out 
as a note under section 401 of this UUe. 
Past A—DTI-IUMXHATIOII or Bzxxrrn 
§ 1831 Eligibility for benefits 
<a) "Eligible individual" defined 
CD Each aged, blind, or disabled individual 
who does not have an eligible spouse and— 
{Set main edition for text ofUU) 
CB) whose resources, other than resources 
excluded pursuant to section 1382b<a) of this 
title, are not more than (1) in case such indi-
vidual has a spouse with whom he is living, 
the applicable amount determined under 
paragraph OKA), or (ii) in case such individ-
ual has no spouse with whom he is living, the 
applicable amount determined under para-
graph (2KB). 
ahall be an eligible Individual for purposes of 
this subchapter. 
(2) Each aged, blind, or disabled Individual 
who has an eligible spouse and— 
(See main edition for text of U) l 
CB) whose resources (together with the re-
sources of such spouse), other than resources 
excluded pursuant to section 1382b(a) of this 
title, are not more than the applicable 
amount determined under paragraph (2KA), 
ahall be an eligible individual for purposes of 
this subchapter. 
C3KA) The dollar amount referred to to 
clause (I) of paragraph (1KB), and in paragraph 
(2KB), shall be §2,250 prior to January 1. 1965. 
and shall be increased to $2,400 on January 1. 
1985, to 62,550 on January 1. 1986. to §2.700 on 
January 1. 1987. to §2,850 on January 1, 1968. 
and to §3.000 on January 1.1989. 
CB) The dollar amount referred to in clause 
Cii) of paragraph (1KB), shall be §1.500 prior to 
January 1. 1985. and ahall be increased to 
$1,600 on January 1.1985, to §1.700 on January 
1, 1986. to §1.800 on January 1, 1987, to §1.900 
on January 1,1968. and to $2,000 on January 1. 
1989. 
ISee main edition for text of (6)3 
le) Period for determination of beneflta 
CD An individual's eligibility for a benefit 
under this subchapter for a month shall be de-
termined on the basis of the individual's (and 
eligible spouse's, if any) income, resources, and 
other relevant characteristics in such month, 
and. except as provided in paragraphs (2), (3). 
and (4). the amount of such benefit shall be de-
termined for such month on the basis of 
Income and other characteristics In the first or, 
If the Secretary so determines, second month 
preceding such month. Eligibility for and the 
amount of such benefits ahall be redetermined 
at such time or times as may be provided by the 
Secretary. 
(See maim adition for text of it) to (§V Cd)J 
Ce) Limitation on eligibility of certain tedhrlditals 
C1KA) Except as provided In subparagraphs 
CB). CO. and (D). no person shall be an eligible 
Individual or eligible spouse for purposes of this 
1 9 8 5 S u p p . 
Pile Ml TITLE 42-THX PUBLIC 
the requirements of taction 1830b-7 of this 
UUe. 
[See main edition for Uxt of (Ml 
(As amended July 18. 1984. Pub. L. 98-889. dlv. 
B, UUe VI. 13851(f). 98 But. 1180.) 
1384-Subeee. (sXlI). Pub. U 98-889 added d (1IX 
E n s u m OATS or 1994 AMUIUMJUH 
Amendment by Pub U 98-189 effecUve Apr. 1.1985. 
except ai otherwise provided, tee tecUon 365K/X2) of 
Pub. U 98-369, set out at an EffecUve Date note under 
section 1320b-7 of this UUe. 
SUBCHAPTER XVI—8UFPUMENTAL SE-
CURITY INCOME FOR THE AGED. 
B U N D . AND DISABLED 
Suscaarro RsFiasD TO TM O T O Sscnoas 
This subchapter ii referred to in secUons 401. 404. 
428. 802. 612. 670. 671. 673. 701. 909. 1301. 1306a, 1308. 
1309. 1310. 1311. 1313. 1316. 1318. 1319. 13 20a-6, 
1320D-2. 1320D-3. 1320b-6. 1320b-7. 1382. 1382c. 1395v. 
1395t. 1396a. 1396b. 13964. 1396p. 1997. 3013. 8862. 
8624 of thif UUe; UUe 7 secUons 2012. 2014. 2015. 2017. 
9026. UUe 8 tecUon 1622; UUe 26 tecUon* 51. 6103; UUe 
IS section 762a; UUe 48 section 1421* 
91*81* Bask ewtrUemest Is beaeflts 
Every aged, blind, or disabled individual who 
Is determined under part A of this subchapter 
to be eligible on the basis of his income and re-
sources shall, in accordance with and subject to 
the provisions of this subchapter, be paid bene-
fits by the Secretary of Health and Human 
Services. 
(Aug. 14. 1935. eh. 831. UUe XVI. 11802. as 
added Oct. 80. 1972. Pub. L. 92-803. UUe III. 
1301. 88 But. 1465. and amended July 18. 1984. 
Pub. L. 9*-389. div. B. UUe VL I 2863(JX2XE), 
98 Stat, 1170.) 
1984-Pub. L. 98-369 substituted "Health and 
Human Sendees" for "Health, Education, and Wel-
fare". 
E i i a u i n Daw or 1984 AuBnamnr 
Amendment by Pub. L. 98-369 effecUve July 18. 
2984. but not to be construed st changing or affecting 
any nght. liability, status, or interpretation which sx-
toted (under the proviaJons of law Involved) before 
that date, see secUon 2884(b) of Pub. L 98-389. set out 
as a note under section 401 of thii UUe. 
Pan A—DtnucxvATiop or BSJUTITS 
f 1382. Eligibility Isr beasfHs 
fa) "Eligible ImiMimT deftaed 
CI) Each aged, blind, or disabled individual 
Who does not have an eligible spouse and— 
UUt main edition for Uxt of U)) 
(B) whose resources, other than resources 
excluded pursuant to section 1382b(a) of this 
UUe. are not more than (1) in ease such indi-
vidual has a spouse with whom he is living. 
the applicable amount determined under 
paragraph (3XA). or (ii) in case such individ-
ual has no spouse with whom he is living, the 
HEALTH AND WELFARE 91382 
applicable amount determined tinder para-
graph (3KB), 
shall be an eligible Individual for purposes of 
this subchapter. (2) Each aged, blind, or disabled individual 
who has an eligible spouse and— 
[See main edition for text of U » 
(B) whose resouroes (together with the re-
sources of such spouse), other than resouroes 
excluded pursuant to section 1382b(a) of this 
UUe. are not more than the applicable 
amount determined under paragraph (3XA). 
ahall be an eligible individual for purposes of 
this subchapter. (SKA) The dollar amount referred to In 
clause (1) of paragraph (1KB), and in paragraph (2KB), shall be 92.250 prior to January 1. 1985. 
and shall be increased to 92.400 on January 1, 
1985. to 32.550 on January 1, 1986. to 82.700 on 
January 1. 1987, to 82.850 on January 1, 1988, 
and to 83.000 on January 1,1989. (B) The dollar amount referred to in Clause (U) of paragraph (1KB), shall be 81,800 prior to 
January 1, 1985, and shall be increased to 
91.800 on January 1,1985. to 81.700 on January 
1, 1986, to 81.800 on January 1, 1987. to 81.900 
on January 1,1988, and to 82.000 on January 1. 
1989. 
(See main edition for text 0/(6)1 
Ce) Period for determination ef beaeflts 
CD An individual's eligibility for a benefit 
under this subchapter for a month ahall be de-
termined on the basis of the individual's (and 
eligible spouse's, if any) income, resouroes. and 
other relevant characteristics in such month, 
and. except as provided in paragraphs (2). (3), 
and (4), the amount of such benefit shall be de-
termined for such month on the basis of 
income and other characteristics in the first or, 
if the Secretary so determines, second month 
preceding such month. Eligibility for and the 
amount of such benefits shall be redetermined 
at such time or times as may be provided by the 
Secretary* 
(See main edition for text of (2) to (6V id)} 
Ce) UmHaUoa ea eligibility ef certain individual. 
C1XA) Except as provided in subparagraphs 
CB), (C), and (D), no person shall be an eligible 
Individual or eligible spouse for purposes of this 
subchapter with respect to any month if 
throughout such month he Is an inmate of a 
public InsUtuUozL 
(See main edition for text ofiB) and (O) 
CD) A person may be an eligible individual or 
eligible spouse for purposes of this subchapter 
with respect to any month throughout which 
he is a resident of a public emergency shelter 
for the homeless (as defined in regulaUons 
which ahall be prescribed by the Secretary); 
except that no person shall be an eligible indi-
vidual or eligible spouse by reason of this sub-
paragraph more than three months in any 12-
montb period. 
Addendum 5 
Page 151 TITLE 42-THE PUBLIC HEALTH AND WELFARE |1994* 
CAut 14, my eh. 1)1. UUe XVIII. i 1110. as 
added 6ept. 10, 117*. Pub. 1* #4-437, UUe IV, 
1401(b). tO 8UL 1404.) 
) U m n K B B T i n 
Section 403 of such Act. referred to In subaec td). li 
•rclion 403 of the Indian Health Cart Improvement 
Art, rub L 14437, which It set out at a note under 
ewctioa 1971 ol UUe IS. Indiana 
Us»tcaas PATOXPTI HOT Covtronum 9 Dirautxirivo 
Amor%unon$ Poa 1*»UJI HJUITV CAM 
Section 401(c) of Pub L 14-437 provided that: "Any 
payment* received for service* provided to beneficia-
ries hereunder (under IhU section) shall not be eonsid-
tred In det*rminini appropriation* lor health cart 
and services to Indians " 
PasrxaxKCz 9 Soviets Pot brount W m ICOICAII 
COVBLAQS Nor AuiMoornrn 
Section 401(d) of Pub. L §4-437 provided that 
•"Nothing herein authorises the Secretary to provide 
services to an Indian beneficiar>' *1th coverage under 
title XVII! of the Social Security Act. at amended 
Ithit tubchapter). in preference to an Indian benefici-
ary without auch coverage." 
SUBCHAPTER XTX-GRANTS TO STATES 
FOR MEDICAL ASSISTANCE PROGRAMS 
SuauufTTJt RflTOUUB TO VJH OTMKB SSCTIOVS 
Thi* subchapter It referred to In aectlont 247d, 254c, 
tMh. 294v, >00e-*. 402. 403. 713. 1301. 1306. 1308. 1309. 
1313. 1314 1311. 1310. 1370*-1, 1330*2. 1382. 1382e, 
13*21 1383c. 139ib-l. 1395v. 1395x. 1395*. 1395cc. 
1397a. 1397b. 1967c. 2*8»e. 9024. 9028 of this UUe; UUe 
19 section 1714w; UUe 99 section 4109. 
SvaoLArra HVBUUEP to m DC. COM 
Thit subchapter It referred to In etctioot 1*164. 1-
197 of the District of Columbia Code. 
11994. Appropriations 
For the purpose of enabling each Bute, is far 
ss practicable under the conditions in such 
State, to furnish (1) medical assistance on 
behalf of families with dependent children and 
of ated. blind, or disabled individuals, whose 
Income and resources are insufficient to meet 
the costs of necessary* medical services, and (2) 
rehabilitation and other services to help such 
families and individuals attain or retain capa-
bility for independence or aelf<aire. there is 
hereby authorised to be appropriated for each 
fiscal year a sum sufficient to carry out the 
purposes of this subchapter. The sums made 
available under this section shall be used for 
snaking payments to States which have submit-
ted, and had approved by the Secretary of 
Health. Education, and Welfare, State plans for 
medical aMlftsnce. 
CAug 14. 1135. Ch. 191. UUe H X 11101. as 
added July 10. 1165. Pub. I* 19-97, UUe t 
4121(a). 99 But. 143. and amended Dec. SI, 
1173, pub. IV13-233. f 19(aXl), 17 Stat 140.) 
3179-Pub. L 13-223 substituted la Hem CD -dis-
abled todJvsdualt" lor "permanenUy and totally dis-
abled tadivttuals". 
Amendment by Pub L 19-231 affective with isapict 
la payments under section 1994b of thit UUe for oaten-
Sax quarters soerimtnrtns aftsr Dec. 91.1179. sst sat-
lien 19(d) of Pub. L 93-233. set out as an Effective 
Date of 1979 Amendment note under section 1994a of 
this UUe. 
41994a. Suit plans far medical airieUars 
Ca) Contents 
A 8ute plan for medical assistance must— 
CD provide that It shall be in effect In all 
political subdivisions of the Bute, and, if ad-
ministered by them, be mandatory upon 
them; (2) provide for financial participation by 
the Bute equal to not less than 40 per 
centum of the non-Federal share of the ex-
penditures under the plan with respect to 
which payments under section 1996b of this 
title are authorized by this subchapter, and, 
effective July 1. 1169. provide for financial 
participation by the Bute equal to ail of such 
non-Federal share or provide for distribution 
of funds from Federal or State sources, for 
carrying out the Bute plan, on an equaliza-
tion or other basis which will assure that the 
lack of adequate funds from local sources will 
not result in lowering the amount, duration, 
scope, or quality of care and services available 
under the plan; (3) provide for granting an opportunity for 
a fair hearing before the Bute agency to any 
individual whose claim for medical assistance 
under the plan is denied or is not acted upon 
with reasonable promptness; 
C4) provide (A) such methods of administra-
tion (including methods relating to the estab-
lishment and maintenance of personnel 
standards on a merit basis, except that the 
Secretary shall exercise no authority with re-
spect to the selection, tenure of office, and 
compensation of any individual employed in 
accordance with such methods, and including 
provision for utilization of professional medi-
cal personnel in the administration and. 
where administered locally, supervision of ad-
ministration of the plan) as are found by the 
Secretary to be necessary for the proper and 
efficient operation of the plan, and CB) for 
the training and effective use of paid sub-
professional staff, with particular emphasis 
on the full-time or part-time employment of 
recipients and other persons of low income, is 
community service aides, in the administra-
tion of the plan and for the use of nonpaid or 
partially paid volunteers in a social service 
volunteer program In providing services to ap-
plicant* and recipient* and in assisting any 
advisory committees established by the Bute 
agency; 
CS) either provide for the establishment or 
designation of a single SUte agency to admin-
ifter or to supervise the administration of the 
plan, or provide for the esUblishment or des-
tination of a single Bute agency to adminis-
ter or to supervise the adminiitration of the 
Plan, except that the determination of eligi-
bility for medical assistance under the plan 
ihali be made by the SUte or local agency ad-
ministering the SUte plan approved under 
subchapter I or XVI of this chapter (insofar 
as It relates to the aged) if the Bute Is eligi-
ble to participate in the Bute plan program 
established under subchapter XVI of this 
chapter, or by the agency or agencies admin* 
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tfterlng the supplemental security Income 
program established under subchapter XVI 
or the State plan approved under part A of 
subchapter IV of this chapter If the Bute is 
not eligible to participate in the State plan 
program established under subchapter XVI of 
this chapter. (6) provide that the Bute agency will make 
such reports, in such form and containing 
such information, as the Secretary may from 
time to time require, and comply with such 
provisions as the Secretary may from time to 
time find necessary to assure the correctness 
and verification of such reports; (7) provide safeguards which restrict the 
use or disclosure of information concerning 
applicants and recipients to purposes directly 
connected with the administration of the 
plan; (8) provide that all individuals wishing to 
make application for medical assistance under 
the plan shall have opportunity to do so, and 
that such assistance shall be furnished with 
reasonable promptness to all eligible individ-
uals. (0) provide— 
CA) that the State health agency, or other 
appropriate State medical agency (which-
ever is utilized by the Secretary for the pur-
pose specified in the first sentence of sec-
tion 1395aa(a) of this title), shall be respon-
sible for establishing and maintaining 
health standards for private or public insti-
tutions in which recipients of medical as-
sistance under the plan may receive care or 
services, and 
(B) for the establishment or designation 
of a State authority or authorities which 
shall be responsible for establishing and 
maintaining standards, other than those re-
lating to health, for such institutions; 
CIO) provide— (A) for making medical assistance availa-
ble to all individuals receiving aid or assist-
ance under any plan of the State approved 
under subchapter I, X, XIV, or XVI, or part 
A of subchapter IV of this chapter, or with 
respect to whom supplemental security 
income benefits are being paid under sub-
chapter XVI of this chapter, (B) that the medical assistance made 
available to any individual described In 
Clause (AV-(i) shall not be less in amount, duration. 
or scope than the medical assistance made 
available to any other such individual, 
and 
Cii) shall not be less in amount, dura-
tion, or scope than the medical assistance 
made available to individuals not de-
scribed in clause (A); and 
CO if medical assistance is included for 
any group of individuals who are not de-
scribed in clause (A) and who do not meet 
the income and resources requirements of 
the appropriate State plan, or the supple-
mental security income program under sub-
chapter XVI of this chapter, as the case 
may be, as determined in accordance with 
standards prescribed by the Secretary-
CD for making medical assistance availa-
ble to all individuals who would, txoept 
for income and resources, be eligible for 
aid or assistance under any such State 
plan or to have paid with respect to them 
supplemental security income benefits 
under subchapter XVI of this chapter, 
and who have insufficient (as determined 
in accordance with comparable standards) 
income and resources to meet the costs of 
necessary medical and remedial care and 
services, and 
(11) that the medical assistance made 
available to all individuals not described 
in clause (A) shall be equal in amount, du-
ration, and scope; 
except that (I) the making available of the 
services described in paragraph (4), (14), or (16) of section 1396d(a) of this title to individ-
uals meeting the age requirements prescribed 
therein shall not, by reason of this paragraph (10), require the making available of any such 
services, or the making available of such ser-
vices of the same amount, duration, and 
scope, to individuals of any other ages, (II) 
the making available of supplementary medi-
cal insurance benefits under part B of sub-
chapter XVIII of this chapter to individuals 
eligible therefor (either pursuant to an agree-
ment entered into under section 1395v of this 
title or by reason of the payment of premi-
ums under such subchapter by the State 
agency on behalf of such individuals), or pro-
vision for meeting part or all of the cost of de-
ductibles, cost sharing, or similar charges 
under part B of subchapter XVIII of this 
chapter for individuals eligible for benefits 
under such part, shall not, by reason of this 
paragraph (10), require the making available 
of any such benefits, or the making available 
of services of the same amount, duration, and 
scope, to any other individuals, and (III) the 
mailing available of medical assistance equal 
in amount, duration, and scope to the medical 
assistance made available to individuals de-
scribed in clause (A) to any classification of 
individuals approved by the Secretary with 
respect to whom there is being paid, or who 
are eligible, or would be eligible if they were 
not in a medical institution, to have paid with 
respect to them, a State supplementary pay-
ment shall not, by reason of this paragraph (10), require the making available of any such 
assistance, or the making available of such as-
sistance of the same amount, duration, and 
scope, to any other individuals not described 
in clause (A); (11XA) provide for entering into coopera-
tive arrangements with the State agencies re-
sponsible for administering or supervising the 
administration of health services and voca-
tional rehabilitation services in the Bute 
looking toward maximum utilization of such 
services in the provision of medical assistance 
under the plan, and (B) effective July 1.1969, 
provide, to the extent prescribed by the Sec-
retary, for entering into agreements, with any 
agency, institution, or organization receiving 
payments for part or all of the cost of plans 
or projects under subchapter V of the chap-
ter, (i) providing for utilizing such agency, in-
stitution, or organization in furnishing care 
and services which are available under such 
plan or project under subchapter V of this 
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chapter and which art Included tn the Bute 
plan approved tinder this aection and (U) 
making auch provision aa may be appropriate 
for reimbursing auch agency, institution, or 
organization for the coat of any auch care and 
services furnished any individual for which 
payment would otherwise be made to the 
6tate with respect to him under aection 1196b 
of this UUe; 
112) provide that. In determining whether 
an individual is blind, there shall be an exam-
ination by a physician skilled in the diseases 
of the eye or by an optometrist, whichever 
the individual may select; 
C13) provide— (AHi) for the Inclusion of some Institu-
tional and some noninstitutional care and 
services, and (ii) for the Inclusion of home health ser-
vices for any individual who. under the 
Bute plan, is entitled to skilled nursing fa-
cility services, and 
(B) in the case of individuals receiving aid 
or assistance under any plan of the 8tate 
approved under subchapter I, X. XTV, or 
XVI, or part A of subchapter IV of this 
chapter, or with respect to whom supple-
mental aecurity income benefits are being 
paid under aubchapter XVI of this chapter, 
for the inclusion of at least the care and 
services listed in clauses (1) through (5) of 
section 1396d(a) of this title, and 
(C) in the case of individuals not included 
under subparagraph (B) for the inclusion of 
at least-
CD the care and services listed in clauses 
CD through (5) of section 13S6d(a) of this 
title or 
CliXI) the care and services listed in any 
7 of the .clauses numbered (1) through 
C16) of such section and (II) in the event 
the care and services provided under the 
Bute plan include hospital or akilled 
nursing facility services, physicians* ser-
vices to an individual in a hospital or 
skilled nursing facility during any period 
he is receiving hospital services from auch 
hospital or akilled nursing facility aervioea 
from auch facility, and 
CD) for payment of the reasonable cost of 
Inpatient hospital services provided under 
the plan, ss determined in accordance with 
methods and standards, consistent with aec-
tion 1320a~l of this title, which shall be de-
veloped by the State and reviewed -and ap-
proved by the Secretary and (after notice of 
approval by the Secretary) included in the 
plan, except that the reasonable coat of any 
such services as determined under such 
methods and atandarda shall not exceed the 
amount which would be determined under 
section U95x(v) of this title aa the rsaaon-
able coat of auch services for purposes of 
subchapter XVII! of this chapter, and 
(E) effective July 1, 1976. for payment of 
the akilled nursing facility and intermediate 
care facility servicea provided under the 
plan on a reasonable coat related basis, aa 
determined in accordance with methods and 
standards which shall be developed by the 
Bute on the basis of oost-finding methods 
approved and verified by the Secretary; 
(14) affective January 1, 1973. provide 
t h a t -
CA) in the case of Individuals receiving aid 
or assistance under any plan of the State 
approved under subchapter I, X, XTV, or 
XVI, or part A of subchapter IV of this 
chapter, or with respect to whom supple-
mental security Income benefits are being 
paid under aubchapter XVI of this chapter, 
or who meet the income and resources re-
quirements of the appropriate State plan, 
or the supplemental security Income pro-
gram under aubchapter XVI of this chapter, 
as the case may be, and individuals with re-
spect to whom there is being paid, or who 
are eligible, or would be eligible if they were 
not In a medical institution, to have paid 
with respect to them a State supplementary 
payment and are eligible for medical assist-
ance equal in amount, duration, and scope 
to the medical assistance made available to 
Individuals described in paragraph (10XA>— 
(1) no enrollment fee, premium, or simi-
lar charge, and no deduction, cost sharing, 
or similar charge with respect to the care 
and services listed in clauses (1) through 
(5) and (7) of aection 1396d(a) of this UUe, 
will be imposed under the plan, and 
(ii) any deduction, cost sharing, or simi-
lar charge imposed under the plan with 
respect to other care and services will be 
nominal in amount (as determined in ac-
cordance with standards approved by the 
Secretary and included in the plan), and 
CB) with respect to Individuals (other 
than Individuals with respect to whom 
there is being paid, or who are eligible or 
would be eligible if they were not in a medi-
cal institution, to have paid with respect to 
them, a State supplementary payment and 
are eligible for medical assistance equal In 
amount, duration, and scope to the medical 
assistance made available to individuals de-
scribed in paragraph (10XA)) who are not 
receiving aid or assistance under any such 
State plan and with respect to whom sup-
plemental security income benefits are not 
being paid under subchapter XVI of this 
chapter and who do not meet the Income 
and resources requirements of the appropri-
ate State plan, or the supplemental aecurity 
Income program under aubchapter XVI of 
this chapter, as the case may be— 
CD there may be imposed an enrollment 
fee, premium, or aimilar charge which (as 
determined in accordance with standards 
prescribed by the Secretary) Is related to 
the individual's income, and 
Cii) any deductible, coat-sharing, or simi-
lar charge Imposed under the plan will be 
nominal; 
C15) to the case of eligible Individuals 65 
years of age or older who are covered by 
either or both of the Insurance programs es-
tablished by subchapter XVIII of this chap-
ter, provide where, under the plan, all of any 
deductible, cost sharing, or similar charte Im-
posed with respect to such Individual under 
the Insurance program established by such 
subchapter Is not met. the portion thereof 
which Is met shall be determined on a basis 
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reasonably related (as determined in accord-
ance with standards approved by the Secre-
tary and included in the plan) to such individ-
ual's income or his income and resources; (16) provide for inclusion, to the extent re-
quired by regulations prescribed by the Secre-
tary, of provisions (conforming to such regu-
lation) with respect to the furnishing of medi-
eal assistance under the plan to individuals 
who are residents of the 6tate but are absent 
therefrom; (17) include reasonable standards (which 
shall be comparable for all groups and may. 
In accordance with standards prescribed by 
the Secretary, differ with respect to income 
levels, but only in the case of applicants or re-
cipients of assistance under the plan who are 
not receiving aid or assistance under any plan 
of the State approved under subchapter I. X. 
XIV, or XVI, or part A of subchapter IV of 
this chapter, and with respect to whom sup-
plemental security income benefits are not 
being paid under subchapter XVI of this 
chapter, based on the variations between 
shelter costs in urban areas and in rural 
areas) for determining eligibility for and the 
extent of medical assistance under the plan 
which (A) are consistent with the objectives 
of this subchapter. (B) provide for taking into 
account only such income and resources as 
are. as determined in accordance with stand-
ards prescribed by the Secretary, available to 
the applicant or recipient and (in the case of 
any applicant or recipient who would, except 
for income and resources, be eligible for aid 
or assistance in the form of money payments 
under any plan of the State approved under 
subchapter I. X. XIV, or XVI. or part A of 
subchapter IV, or to have paid with respect to 
him supplemental security income benefits 
under subchapter XVI of this chapter as 
would not be disregarded (or set aside for 
future needs) in determining his eligibility for 
such aid. assistance or benefits, (C) provide 
for reasonable evaluation of any such income 
or resources, and (D) do not take into account 
the financial responsibility of any individual 
for any applicant or recipient of assistance 
under the plan unless such applicant or re-
cipient is such individual's spouse or such in-
dividual's child who is under age 21 or (with 
respect to States eligible to participate in the 
State program established under subchapter 
XVI of this chapter), is blind or permanently 
and totally disabled, or is blind or disabled as 
defined in section 1382c of this title (with re-
spect to States which are not eligible to par-
ticipate in such program); and provide for 
flexibility in the application of such stand-
ards with respect to income by taking into ac-
count, except to the extent prescribed by the 
Secretary, the costs (whether in the form of 
insurance premiums or otherwise) Incurred 
for medical care or for any other type of re-
medial care recognised under State law; 
(16) provide that no lien may be Imposed 
against the property of any Individual prior 
to his death on account of medical assistance 
paid or to be paid on his behalf under the 
plan (except pursuant to the judgment of a 
court on account of benefits Incorrectly paid 
CD behalf of such Individual), and that there 
shall be no adjustment or recovery (except, In 
the case of an individual who was 65 years of 
age or older when he received such assistance, 
from his estate, and then only after the death 
of his surviving spouse, If any, and only at a 
time when he has no surviving child who Is 
under age 21 or (with respect to States eligi-
ble to participate in the State program estab-
lished under subchapter XVI of this chapter). 
Is blind or permanently and totally disabled, 
or is blind or disabled as defined in section 
1382c of this title with respect to States 
which are not eligible to participate In such 
program) of any medical assistance correctly 
paid on behalf of such Individual under the 
plan; 
(19) provide such safeguards as may be nec-
essary to assure that eligibility for care and 
services under the plan will be determined, 
and such care and services will be provided. In 
a manner consistent with simplicity of admin-
istration and the best interests of the recipi-
ents; 
(20) if the State plan includes medical as-
sistance in behalf of individuals 65 years of 
age or older who are patients in institutions 
for mental diseases— 
(A) provide for having In effect such 
agreements or other arrangements with 
State authorities concerned with mental 
diseases, and. where appropriate, with such 
Institutions, as may be necessary for carry-
ing out the State plan, including arrange-
ments for Joint planning and for develop-
ment of alternate methods of care, arrange-
ments providing assurance of Immediate 
readmittance to institutions where needed 
for individuals under alternate plans of 
care, and arrangements providing for access 
to patients and facilities, for furnishing in-
formation, and for making reports; 
(B) provide for an individual plan for each 
such patient to assure that the institutional 
care provided to him is in his best interests. 
Including, to that end. assurances that 
there will be initial and periodic review of 
his medical and other needs, that he will be 
given appropriate medical treatment within 
the institution, and that there will be a pe-
riodical determination of his need for con-
tinued treatment in the institution; (C) provide for the development of alter-
nate plans of care, making maximum utili-
sation of available resources, for recipients 
65 years of age or older who would other-
wise need care In such Institutions. Includ-
ing appropriate medical treatment and 
other aid or assistance, for services referred 
to in section 303(aX4XAXl) and (11), section 
S03(a)(lXAXi) and (U), or section 
1383<aX4XAXJ) and <ii) of this title which 
are appropriate for such recipients and for 
such patients; and for methods of adminis-
tration necessary to assure that the respon-
sibilities of the Bute agency under the 
State plan with respect to such recipients 
and such patients will be effectively carried 
out; and (D) provide methods of determining the 
reasonable cost of Institutional care for 
such patients; 
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<21> II the Bute plan includes medical as-
sistance in behalf of individuals 65 years of 
a*e or older who are patients in public insti-
tutions for mental diseases, show that the 
State is making satisfactory progress toward 
developing and Implementing a eomprehen-
aive mental heslth program, including provi-
sion for utilization of community mental 
health centers, nursing facilities, and other 
alternatives to care in public institutions for 
mental diseases; (22) include descriptions of (A) the kinds 
and numbers of professional medical person-
nel and supporting staff that will be used in 
the administration of the plan and of the re-
sponsibilities they will have, (B) the stand-
ards, foi private or public institutions in 
which recipients of medical assistance under 
the plan may receive care or services, that 
will be utilized by the State authority or au-
thorities responsible for establishing and 
maintaining such standards. (C) the coopera-
tive arrangements with State health agencies 
and State vocational rehabilitation agencies 
entered into with a view to maximum utiliza-
tion of and coordination of the provision of 
medical assistance with the services adminis-
tered or supervised by such agencies, and (D) 
other standards and methods that the State 
will use to assure that medical or remedial 
care and services provided to recipients of 
medical assistance are of high quality; 
(23) except in the case of Puerto Rico, the 
Virgin Islands, and Guam, provide that any 
individual eligible for medical assistance (in-
cluding drugs) may obtain such assistance 
from any institution, agency, community 
pharmacy, or person, qualified to perform the 
service or services required (including an or-
ganization which provides such services, or ar-
ranges for their availability, on a prepayment 
basis), who undertakes to provide him such 
services; and a State plan shall not be deemed 
to be out of compliance with the require-
ments of this paragraph or paragraph (1) or (10) solely by reason of the fact that the 
6tate (or any political subdivision thereof) 
has entered into a contract with an organiza-
tion which has agreed to provide care and ser-
vices in addition to those offered under the 
Bute plan to individuals eligible for medical 
assistance who reside in the geographic area 
served by such organization and who elect to 
obtain such care and services from such orga-
nization; 
(24) effective July 1, 1969. provide for con-
sultative services by health agencies and 
other appropriate agencies of the 8tate to 
hospitals, nursing facilities, home health 
agencies, clinics, laboratories, and such other 
institutions as the Secretary may specify in 
order to assist them (A) to qualify for pay-
ments under this chapter, (B) to establish 
and maintain such fiscal records as may be 
necessary for the proper and efficient admin-
istration of this chapter, and (C) to provide 
information needed to determine payments 
due under this chapter on account of care and 
services furnished to individuals; 
(25) provide (A) that the Bute or local 
agency administering such plan will take all 
reasonable measures to ascertain the legal lia-
bility of third parties to pay for care and ser-
vices (available under the plan) arising out of 
injury, disease, or disability, (B) that where 
the State or local agency knows that a third 
party has such a legal liability such agency 
will treat such legal liability as a resource of 
the individual on whose behalf the care and 
services are made available for purposes of 
paragraph (17)(B), and (C) that in any ease 
where such a legal liability is found to exist 
after medical assistance has been made avail-
able on behalf of the individual, the State or 
local agency will seek reimbursement for such 
assistance to the extent of such legal liability; (26) effective July 1, 1969. provide (A) for a 
regular program of medical review (including 
medical evaluation) of each patient's need for 
skilled nursing facility care or (in the case of 
individuals who are eligible therefor under 
the State plan) need for care in a mental hos-
pital, a written plan of care. and. where appli-
cable, a plan of rehabilitation prior to admis-
sion to a skilled nursing facility; (B) for peri-
odic Inspections to be made in all skilled nurs-
ing facilities and mental institutions (if the 
State plan includes care in such institutions) 
within the State by one or more medical 
review teams (composed of physicians and 
other appropriate health and social service 
personnel) of (i) the care being provided in 
such nursing facilities (and mental institu-
tions, if care therein is provided under the 
State plan) to persons receiving assistance 
under the State plan, (11) with respect to each 
of the patients receiving such care, the ade-
quacy of the services available in particular 
nursing facilities (or institutions) to meet the 
current health needs and promote the maxi-
mum physical well-being of patients receiving 
care in such facilities (or institutions), (Hi) 
the necessity and desirability of the contin-
ued placement of such patients in such nurs-
ing facilities (or Institutions), and (lv) the fea-
sibility of meeting their health care needs 
through alternative institutional or noninsti-
tutional services; and (C) for the making by 
such team or teams of full and complete re-
ports of the findings resulting from such in-
spections together with any recommendations 
to the State agency administering or supervis-
ing the administration of the State plan; 
(27) provide for agreements with every 
person or institution providing services under 
the State plan under which such person or in-
stitution agrees (A) to keep such records as 
are necessary fully to disclose the extent of 
the services provided to individuals receiving 
assistance under the Bute plan, and (B) to 
furnish the State agency with such informa-
tion, regarding any payments claimed by such 
person or institution for providing services 
under the State plan, as the State agency 
may from time to time request; 
(28) provide that any skilled nursing facility 
receiving payments under such plan must sat-
isfy all of the requirements contained in sec-
tion 1395x(J) of this title, except that the ex-
clusion contained therein with respect to in-
stitutions which are primarily for the care 
and treatment of mental diseases and tuber-
culosis shall not apply for purposes of this 
subchapter; 
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1*9) include a Bute protram which meet* 
the requirement* set forth in section 1396g of 
this UUe, for the licensing of administrators 
of nursing homes; (30) provide such methods and procedures 
relating to the utilization of, and the pay-
ment for, care and services available under 
the plan (including but not limited to utiliza-
tion review plans as provided for in section 
1396b<iX4) of this Utle) as msy be necessary 
to safeguard against unnecessary utilization 
of such care and services and to assure that 
payments (including payments for any drugs 
provided under the plan) are not in excess of 
reasonable charges consistent with efficiency, 
economy, and quality of care; 
(31) provide (A) for a regular program of in-
dependent professional review (including 
medical evaluation of each patient's need for 
Intermediate care) and a written plan of serv-
ice prior to admission or authorization of 
benefits in an intermediate care facility as de-
termined under regulations of the Secretary; (B) for periodic on-site inspections to be made 
in all such intermediate care facilities (if the 
State plan includes care in such institutions) 
within the State by one or more independent 
professional review teams (composed of phy-
sicians or registered nurses and other appro-
priate health and social service personnel) of (i) the care being provided in such intermedi-
ate care faculties to persons receiving assist-
ance under the State plan (ii) with respect to 
each of the patients receiving such care, the 
adequacy of the services available in particu-
lar intermediate care facilities to meet the 
current health needs and promote the maxi-
mum physical well-being of patients receiving 
care in such facilities, (ill) the necessity and 
desirability of the continued placement of 
such patients in such facilities, and (iv) the 
feasibility of meeting their health care needs 
through alternative institutional or non-insti-
tutional services; and (C) for the making by 
such team or teams of full and complete re-
ports of the findings resulting from such in-
spections, together with any recommenda-
tions to the State agency administering or su-
pervising the administration of the State 
plan; 
(32) provide that no payment under the 
plan for any care or service to an individual 
by a physician, dentist, or other individual 
practitioner shall be made to anyone other 
than such individual or such physician, den-
tist, or practitioner, except that payment may 
be made (A) to the employer of such physi-
cian, dentist, or practitioner if such physician, 
dentist, or practitioner is required as a condi-
tion of his employment to turn over his fee 
for such care or service to his employer, or 
CB) (where the care or service was provided in 
a hospital, clinic, or other facility) to the fa-
cility in which the cart or service was pro-
Tided if there is a contractual arrangement 
between such physician, dentist, or practi-
tioner and such facility under which such fa-
cility submits the bill for such care or service; 
(33) provide— (A) that the State health atency. or other 
appropriate 8tate medical agency, shall be 
responsible for establishing a plan, consist-
ent with regulations prescribed by the Sec-
retary, for the review by appropriate profes-
sional health personnel of the appropriate-
ness and quality of care and services fur-
nished to recipients of medical assistance 
under the plan in order to provide guidance 
with respect thereto L. the administration 
of the plan to the State agency established 
or designated pursuant to paragraph (5) 
and, where applicable, to the State agency 
described in the penultimate sentence of 
this subsection; and 
(B) that the State or local agency utilized 
by the Secretary for the purpose specified 
in the first sentence of section 1395aa(a) of 
this title, or, if such agency is not the State 
agency which is responsible for licensing 
health institutions, the State agency re-
sponsible for such licensing, will perform 
for the State agency administering or su-
pervising the administration of the plan ap-
proved under this subchapter the function 
of determining whether institutions and 
agencies meet the requirements for partici-
pation in the program under such plan; 
(34) provide that in the case of any individ-
ual who has been determined to be eligible 
for medical assistance under the plan, such 
assistance will be made available to him for 
care and services included under the plan and 
furnished in or after the third month before 
the month in which he made application (or 
application was made on his behalf in the 
case of deceased individual) for such assist-
ance if such individual was (or upon applica-
tion would have been) eligible for such assist-
ance at the time such care and services were 
furnished; (35) effective January 1. 1973. provide that 
any intermediate care facility receiving pay-
ments under such plan must supply to the li-
censing agency of the State full and complete 
information as to the identity (A) of each 
person having (directly or indirectly) an own-
ership interest of 10 per centum or more in 
such intermediate care facility or who is the 
owner (in whole or in part) of any mortgage, 
deed or trust, note, or other obligation se-
cured (in whole or in part) by such intermedi-
ate care facility or any of the property or 
assets of such intermediate care facility, (B) 
In case an intermediate care facility is orga-
nized as a corporation, of each officer and di-
rector of the corporation, and (C) in case an 
intermediate care facility is organized as a 
partnership, of each partner; and promptly 
report any changes which would affect the 
current accuracy of the information so re-
quired to be supplied; and 
(36) provide that within 90 days following 
the completion of each survey of any health 
care facility, laboratory, agency, clinic, or or-
ganization, by the appropriate Bute agency 
described in paragraph (9). such agency ahall (in accordance with regulations of the Secre-
tary) make public in readily available form 
and place the pertinent findings of each such 
survey relating to the compliance of each 
such health care facility, laboratory, clinic, 
agency, or organization with (A) the statutory 
conditions of participation imposed under 
this subchapter, and (B) the major additional 
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conditions which the Secretary finds neces-
sary in the interest of health and safety of in-
dividuals who are furnished care or services 
by any such facility, laboratory, clinic 
agency, or organisation. 
Notwithstanding paragraph (ft), If on January 
1, IMS. and on the date on which a State sub-
mits its plan for approval under this sub-
chapter, the State agency which administered 
or supervised the administration of the plan of 
such State approved under subchapter X of 
this chapter (or subchapter XVI of this chap-
ter, insofar as it relates to the blind) was differ-
ent from the State agency which administered 
or supervised the administration of the State 
plan approved under subchapter I of this chap-
ter (or subchapter XVI of this chapter, insofar 
as it relates to the aged), the State agency 
which administered or supervised the adminis-
tration of such plan approved under subchapter 
X of this chapter (or subchapter XVI of this 
chapter, insofar as it relates to the blind) may 
be designated to administer or supervise the ad-
ministration of the portion of the Bute plan 
for medical assistance which relates to blind in-
dividuals and a different State agency may be 
established or designated to administer or su-
pervise the administration of the rest of the 
State plan for medical assistance; and in such 
ease the part of the plan which each such 
agency administers, or the administration of 
which each such agency supervises, shall be re-
garded as a separate plan for purposes of this 
subchapter (except for purposes of paragraph (10)). For purposes of paragraphs (9)(A). (29), (SI), and (33). and of section 1396b(i)(4) of this 
title, the terms "skilled nursing facility" and 
"nursing home" do not include a Christian Sci-
ence sanatorium operated, or listed and certi-
fied, by the First Church of Christ, Scientist. 
Boston, Massachusetts. 
For purposes of paragraph (10) any individual 
who. for the month of August 1972. was eligible 
for or receiving aid or assistance under a State 
plan approved under subchapter 1, X. XIV, or 
XVI. of this chapter, or part A of subchapter 
IV of this chapter and who for such month was 
entitled to monthly insurance benefits under 
subchapter II of this chapter shall for purposes 
of this subchapter only be deemed to be eligible 
for financial aid or assistance for any month 
thereafter if such individual would have been 
eligible for financial aid or assistance for such 
month had the increase in monthly insurance 
benefits under subchapter II of this chapter re-
sulting from enactment of Public Law 92-336 
not been applicable to such individual. 
ft) Appro**! by Secretary 
The Secretary shall approve any plan which 
fulfills the conditions specified in subsection (a) 
Of this section, except that he shall not approve 
any plan which Imposes, as a condition of eligi-
bility for medical assistance under the plan— (1) an age requirement of more than tft 
years; or (2) effective July 1, 1M7, any age require-
ment which excludes any Individual who has 
not atUined the age of 21 and Is or would, 
except for the provisions of section 606(aX2) 
of this title, be a dependent child under part 
A of subchapter IV of this chapter, or 
• (I) any residence requirement which ex-
eludes any Individual who resides In the 
Bute; or (4) any citizenship requirement which ex-
cludes any citizen of the United State*. 
(c) Bamc; reduction of aid or assistance eater State 
plans under other subchapters 
Notwithstanding subsection (b) of this sec-
tion, the Secretary shall not approve any State 
plan for medical assistance if he determines 
that the approval and operation of the plan will 
result in a reduction in aid or assistance in the 
form of money payments (other than so much, 
if any. of the aid or assistance in such form as 
was. immediately prior to the effective date of 
the State plan under this subchapter, attributa-
ble to medical needs) provided for eligible indi-
viduals under a plan of such State approved 
under subchapter I, X, XIV, or XVI of this 
chapter, or part A of subchapter IV of this 
chapter. 
(d) Repealed. Pub. U §2-103, title II, |231, Oct 10, 
1172, U Stat 1410 
(e) Continued eligibility of families determined Ineli-
gible because of income and resources or hours 
of work limitations of plan 
Notwithstanding any other provision of this 
subchapter, effective January 1, 1974, each 
State plan approved under this subchapter 
must provide that each family which was re-
ceiving aid pursuant to a plan of the State ap-
proved under part A of subchapter IV of this 
chapter in at least 3 of the 6 months immedi-
ately preceding the month In which such 
family became ineligible for such aid because of 
Increased hours of, or increased income from, 
employment, shall, while a member of such 
family is employed, remain eligible for assist-
ance under the plan approved under this sub-
chapter (as though the family was receiving aid 
under the plan approved under part A of sub-
chapter IV of this chapter) for 4 calendar 
months beginning with the month In which 
such family became ineligible for aid under the 
plan approved under part A of subchapter IV of 
this chapter because of income and resources or 
hours of work limitations contained In such 
plan. 
(f) Effective date ef State plan as determinative of 
duty of Bute to provide medical assistance to 
aged, blind, or disabled individuals 
Notwithstanding any other provision of this 
subchapter, except as provided in subsection (e) 
of this section, no State not eligible to partici-
pate in the State plan program established 
under subchapter XVI of this chapter shall be 
required to provide medical assistance to any 
aged, blind, or disabled individual (within the 
meaning of subchapter XVI of this chapter) for 
any month unless such Bute would be (or 
would have been) required to provide medical 
assistance to such Individual for such month 
had Its plan for medical assistance approved 
under this subchapter and In effect on January 
1, 1972. been In effect In such month, except 
that for this purpose any such Individual shall 
be deemed eligible for medical assistance under 
such State plan if (in addition to meeting such 
other requirements as are or may be Imposed 
wader the State plan) the Income of any such 
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Individual aa determined In accordance with 
•ection 13966(f) of thli title (after deducting 
any supplemental security income payment and 
Bute supplementary payment made with re-
spect to such individual, and incurred expenses 
for medical care as recognized under State law) 
Is not in excess of the standard for medical as-
aistance established under the Slate plan as in 
effect on January 1. 1972. In States which pro-
vide medical assistance to individuals pursuant 
to clause (10XC) of subsection (a) of this sec-
tion, an individual who is eligible for medical 
assistance by reason of the requirements of this 
section concerning the deduction of incurred 
medical expenses from income shall be consid-
ered an individual eligible for medical assist-
ance under clause (10XA) of that subsection if 
that individual is. or is eligible to be (1) an indi-
vidual with respect to whom there is payable a 
State supplementary payment on the basis of 
which similarly situated individuals are eligible 
to receive medical assistance equal in amount, 
duration, and scope to that provided to individ-
uals eligible under clause (10XA). or (2) an eligi-
ble individual or eligible spouse, as defined in 
subchapter XVI of this chapter, with respect to 
whom supplemental security income benefits 
are payable; otherwise that individual shall be 
considered to be an individual eligible for medi-
cal assistance under clause (10(C) of that sub-
section. In States which do not provide medical 
assistance to individuals pursuant to clause 
C10XC) of that subsection, an individual who is 
eligible for medical assistance by reason of the 
requirements of this section concerning the de-
duction of incurred medical expenses from 
Income shall be considered an individual eligi-
ble for medical assistance under clause (I0XA) 
of that subsection. 
(Aug. 14. 1935. ch. 531, title XIX. |1902. as 
added July 30. 1965, Pub. L. 89-97, title I. 
1121(a). 79 Stat. 344, and amended Jan. 2, 1968. 
Pub. L. 90-248. title II, |{210(aX6). 223(a), 
324(a). (cXl). 227(a). 228(a). 229(a). 231. 234(a), 
235(a). 336(a). 237. 238, 241(fXlM4), title III, 
1302(b). 81 Stat. 896, 901-906. 908, 911. 917, 929; 
Aug. 9. 1969. Pub. L. 91-56. f 2(c), (d). 83 Stat. 
89; Dec. 28. 1971, Pub. L 92-223.14(b), 85 Stat. 
809. Oct. 80. 1972. Pub. L. 92-803, title U, 
H 208(a), 209(a), (bXl). 221(cX5), 231, 232(a), 
236(b), 237(aX2). 239(a). (b). 240, 246(a), 249(a). 
255(a), 268(a). 274(a). 278(aX18). (19). (bX14). 
298, 299A, 299EXb). 86 Stat. 1381, 1389, 1410. 
1415-1418. 1424. 1426. 1446, 1450. 1452-1454. 
1480. 1462; Dec. 31. 1973. Pub. L. 93-233, 
H 13(a)(2M10). 18(0), (p), (Q). (XK1M4), 87 
SUt. 880-862. 971, 972; Aug. 7, 1974. Pub. L. 93-
888.19(a), 88 Stat. 422; July 1,1975. Pub. L. 94-
48. H 1. 2.89 SUt. 247; Dec. 31.1975. Pub. L. 94-
182. title 1.1111(a), 89 But. 1054; Oct. 18.1976. 
Pub. L. 94-852.11.90 But. 3840.) 
WLawwumcm xw Tsrr 
Section 903 of this title, referred to In subaec. 
CaX20xC). was repealed by Pub. L 93-847. |8(b). Jan. 
4.1975. 88 SUt. 3349. 
Section 1983(aX4XA> (I) and (U> of this UUe. re-
ferred to in subtec. (aX20MC). was omitted in the gen-
eral amendment of UUe XVI of the Social Security 
Act by Pub. L 92-803.1301. 
Pub. L. 92-336. referred to to provisions following 
aufaaec. (aX36>. Is Pub L. 92-936. July 1. 1972. 88 SUt 
406. which amended section* 401. 403. 409. 411. 411, 
427. 428. and 490 of this title and sections 165. 1401. 
1402. 9101. 1111. 1121. 1122. 1125. 8413. and 8654 of 
Title 26. Internal Revenue Code, and enacted provi-
sions set out ai notes under sections 403, 409. 415. and 
428 of this UUe and sections 165 and 1401 of TlUe 26. 
AmanMurTS 
1978-Bubsec. (g). Pub. L. 94-552 repealed subeec. (g) 
provisions for consent to suit and waiver of immunity 
by Bute. 
1975-Subsec. UX23). Pub. L. 94-48. | 2 . added 
"except In the case of Puerto Rico, the Virgin Islands, 
and Ouam.". 
Subaec. (a), foil. par. (36). Pub. I* 94-48. f 1. added 
provision relating to eligibility under this subchapter 
Of any individual who wss ellflble for the month of 
August 1972. under a 6ute plan approved under sub-
chapters I. X XIV. XVI. or part A of subchapter IV of 
this chapter If such Individual would have been eligi-
ble for such month had the Increase in monthly insur-
ance benefits under subchapter II of this chapter re-
sulting from enactment of Pub. L. 92-136 not been ap-
plicable to such individual. 
Subsec. (g). Pub. L. 94-182 added subsec. (g). 
1974-Subsec. (aXMXBXi). Pub. L. 93-868 substitut-
ed "may" for "shall". 
1973-8ubaec. (aX5). Pub. L 93-233. f 13(aX2XA). 
(B). substituted "to administer or to supervise the ad-
ministration of the plan" for "to administer the plan" 
and "to supervise the administration of the plan" In 
that order and added after the parenthetical phrase 
the conditional provision "if the 6tate Is eligible to 
participate In the State plan program established 
under subchapter XVI of this chapter, or by the 
agency or agencies administering the supplemental se-
curity income program established under subchapter 
XVI of this chapter or the State plan approved under 
part A of subchapter IV of this chapter if the Bute is 
not eligible to participate in the State plan program 
established under subchapter XVI of this chapter". 
Subsec. (aXlO). Pub. L. 93-233.113(aX3). incorporat-
ed existing text in provisions designated as cL (A). pro-
Tiding therein for medical assistance to individuals 
with respect to whom supplemental security income 
benefits are paid, incorporated existing par. (A) in pro-
vision* designated as cl. (B); incorporated existing par. 
(B) in provisions designated as cl. (C). providing there-
in for individuals not meeting income and resources 
requirements of the supplemental security Income 
program: substituted In els. (BXil). (C). (CXiXli) and 
"medical assistance" for "medical or remedial care and 
services" appearing in predecessor provisions and in cl 
(CXi) "except for Income and resources" for -if 
needy" appearing in predecessor provision; and in the 
exception provisions included reference to par. (16) of 
section 1396(a) of this Ut\t in item (I), substituted "de-
ductibles" for "the deductibles" In Item (II). and 
added Item (III). 
Subsec. (SX13XB). Pub. I* 93-233. |13<aX4). substi-
tuted "any plan of the Bute approved" for "the 
Bute's plan approved" and inserted after "part A of 
subchapter IV of this chapter" text reading *'. or with 
respect to whom supplemental security Income bene-
fits are being paid under subchapter XVI of this chap-
ter". 
Subaec. (aX13xCXUXl>. pub. 1* 93-233. fleXxXl). 
substituted reference to clause "16" for "14". 
Subsec. (SX14XA). Pub. L. 93-233. |13(sX3). substi-
tuted "any plan of the Bute approved" for "a Bute 
plan approved" and "with respect to whom supple-
mental security income benefits are being paid under 
subchapter XVI of this chapter, or who meet the 
Income and resources requirements of the appropriate 
Bute plan, or the supplemental security Income pro-
gram under subchapter XVI of this chapter, as the 
ease may be. and Individuals with respect to whom 
there Is being paid, or who are eligible, or would be eli-
gible if they were not In a medical InstltuUon. to have 
paid with respect to them, a 6tate supplementary pay-
saent and are eligible for medical assistance equal In 
amount. duraUon, and scope to the medical assistance 
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made available to Individuals described In parafTaph 
UOXA)" for "who meet the income and resources re-
sjuiremenU of the one of such Bute plans which Is ap-
propriate". 
eubsec. UX14XB). Pub. L 63-333,113UX6XAMD1. 
inserted after "with respect to individuals" the paren-
tbeUcsJ provision "(other than individuals with re-
spect to whom there is being paid, or who are elitible 
or would be eligible if they were not in a medical insti-
tution, to have peJd with respect to them, a Bute sup-
plementary payment and are eligible for medical as-
sistance equal in amount, duration, and scope to the 
medical assistance made available to Individuals de-
scribed in paragraph (iOXA))'; Inserted after "any 
such Bute plan' the clause "and with respect to 
whom supplemental security income benefits are not 
being paid under subchapter XVI of this chapter"; 
substituted "the appropriate 8ute plan, or the supple-
mental security income program under subchapter 
XVI of this chapter, as the case may be." for "the one 
of such Bute plans which is appropriate"; and struck 
out "or who. after December 31. 1973. are included 
under the 6ute plan for medical assistance pursuant 
to subsection (aXlOxB) of this section approved under 
this subchapter" preceding the hyphen and cl (i), re-
spectively. 
Bubsec <aX17). Pub. U 93-233.113<aX7XA>-CD). (8). 
substituted, "any plan of the Bute approved under 
subchapter I. X. XTV. or XVI. or part A of subchapter 
IV of this chapter, and with respect to whom supple-
mental security income benefits are not being paid 
under subchapter XVI of this chapter" for "the 
Bute's plan approved under subchapter I, X. XIV, or 
XVI. or part A of subchapter IV of this chapter"; 
"except for income and resources" for "if he met the 
requirement* as to need"; "any plan of the Bute ap-
proved under subchapter I. X. XIV, or XVI. or part A 
of subchapter IV of this chapter, or to hsve paid aith 
respect to him supplemental security income benefiU 
under subchspter XVI of this chapter" for "a Bute 
plan approved under subchapter I. X. XTV, or XVI, or 
part A of subchapter IV of this chapter"; "such aid. 
assistance, or bene!iu" for "and amount of such aid or 
assistance under such plan"; and "(with respect to 
6utes eligible to participate in the Bute program es-
tablished under subchapter XVI of this chapter), is 
blind or permanently and totally disabled, or is blind 
or disabled as defined in section 1362c of this title 
(with respect to Butes which are not eligible to par-
ticipate in such program)" lor "is blind or permanent-
ly and totally disabled". 
Bubsec. (ax 18). Pub. L 93-333.113(aX8). substituted 
"(with respect to Butes eligible to participate in the 
Bute program osUblished under subchapter XVI of 
this chapter), is blind or permanently and totally dis-
abled, or is blind or disabled as defined in section 
1382c of this title (with respect to Butes which are 
not eligible to participate in such program)" for "is 
blind or permanently and totally disabled". 
Bubsec. UX20XC). Pub V 03-233. f M(aX6). Inserted 
reference to section 603(axlXAXi) and (ii> of this 
title. 
Bubsec. (aX31). pub. L. §3-333. |16(xX4) provided 
for substitution of "nursing facilities" for "nursing 
Isomes". 
Bubsec. feX34). Pub. U t>-333. f 16(xX4) provided 
for substitution of "nursing facilities" for "nursing 
Bubsec. (aX38XB). Pub. U §3-333. f 16(xX4). pro-
vided for substitution of "nursing facility" and "nurs-
ing facilities" for "nursing home" and "nursing 
homes", changes already eiecuted under 1172 Amend-
ment by Pub. U 62-403.1278<aX18). 
Bubsec (SX33XA). Pub. U #3-333. 118(1 X3>. substi-
luted "penultimate sentence" for "last sentence". 
Bubsec. <ax34). Pub. U 83-333. f 18(o). Inserted "(or 
application was made on his behalf in the case of a de-
swsirrl individual)" following "he made application". 
Bubsec. (SXI5XA). Pub. L. #3-333. f 18(p). required 
the intermediate care facility to supply full and oom-
psete information respecting the person who Is the 
owner (In whole or In part) of any mortgage, deed of 
trust, note, or other obligstion secured (in whole or In 
part) by the intermediate care facility or any of the 
property or asseU of the intermediate care facility. 
Bubsec. UX3S) to (37). Pub. L> 83-233. f 1S<IXIXA). 
(B). substituted "; and" for "." at end of par. (3ft); and 
corrected numerical sequence of paragraphs, redesig-
nating par. (37) as (36), the original subsec (a) having 
been enacted without a par. (38). 
Bubsec (e). Pub. U 83-233.118(q). substituted "each 
family which was receiving aid pursuant to a plan of 
the Bute approved under part A" for "each family 
which was eligible for assistance pursuant to part A", 
"for such aid because of increased hours of, or In-
creased income from, employment" for "for such as-
sistance because of increased income from employ-
ment", and "remain eligible for assistance under the 
plan approved under this subchapter (as though the 
family was receiving aid under the plan approved 
under part A of subchapter IV of this chapter) for 4 
calendar months beginning with the month in which 
such family became ineligible for aid under the plan 
approved under part A of subchspter IV of this chap-
ter because of income and resources or hours of work 
limiutions" for "remain eligible for such assistance 
for 4 calendar months following the month in which 
such family would otherwise be determined to be ineli-
gible for such assistance because of the income and re-
sources limiutions". 
Bubsec. (f). Pub. L. 83-233. 113UX10XAMD) substi-
tuted "no Bute not eligible to participate in the Bute 
plan program esUblished under subchapter XVI of 
this chapter" for "no Bute" and "any supplemental 
security income payment and Bute supplementary 
payment made with respect to such individual" for 
"such individual's payment under subchapter XVI of 
this chapter" and "as recognized under Bute law" for 
"as defined in section 213 of Title 26" in parenthetical 
text; and added two end sentences for consideration of 
certain individuals as eligible for medical assistance 
under cl. (IOXA) or (C) of subsec. (a) of this section or 
as eligible for such assistance under cl. (IOXA) In 
Butes not providing such assistance under el. (10XC), 
respectively. 
1972-Subsec. (a). Pub. L. 82-603. ff 368(a). 
378(b)(14). added provisions exempting Christian Sci-
ence sanatoriums from certain nursing facility and 
nursing home requlremenU. 
Bubsec. (aX9). Pub. L. 62-603. 1338(a). added provi-
sions to utilize state health agency for establishing 
and maintaining health standards for private or public 
Institutions in which recipienu of medical assists nee 
under the plan may receive care or services. 
Bubsec. (aX13XAXii). Pub. U 62-603. |376<aXl8). 
(bxi4), substituted "skilled nursing facility" for 
"sallied nursing home". 
Bubsec. UX13XC). Pub. I* 62-603. |378<aX16). 
CbX14). substituted "skilled nursing facility" for 
-skilled nursing home". 
Bubsec. UX13XD). Pub. L. 62-603. H"l(cX5). 
132(a). added provisions that the reasonable cost of in-
patient hospital services shall not exceed the amount 
determined under section 1395x(v) of this title and in-
serted reference to the consistency of methods and 
standards with section 1320s-l of this title for deter-
mining the reasonable cost of Inpatient hospital ser-
vices 
Bubsec. CaXlIXE). Pub. I* #3-603. 1348(a). added 
•ubpar. <»>. 
Bubsec. (aXM). Pub. L. 63-603.1106(a). substituted a 
Bominal amount for an amount reasonably related to 
the recipients income as the amount of the deduction. 
cost sharing, or similar charge imposed under the plan 
and added provisions covering individuals who are not 
receiving aid or assistance under any sUte plan and 
who do not meet the Income and resources requlre-
menU and covering Individuals who are Included 
under the state plan for medical assistance pursuant 
to subsec. (axiOXB) of this section approved under 
this subchapter. 
Bubsec. (8X33). Pub. L. 63-403. |340. added provi-
sions allowing Butes to adopt comprehensive health 
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©are program* while ftUl complying with medicaid re-
quirement*, 
Subsec. faKM). Pub L §2-403. H *?«<a). m<eXl§). 
IbXM), substituted "evaluation)" for "evaluation" and 
Meare" for "care)" and tubttituted "akilled nuralni fa-
culty" and "akilled nursing faculties" lor "skilled nurs-
tng home" and "akilled nurtiruj hornet*'. 
Subsec. (sX28). Pub. L 82-403. 1246(a), tubttituted 
••skilled nursing facility" for "akilled nursing home" 
and tubttituted a simple reference to the requirements 
contained in section 1395x(J) of this title with a speci-
fied exception for provisions spelling out in detail the 
requirements for skilled nursing hornet receiving pay. 
tnentt, 
Subsec. (sX30). Pub. L 12-603.1237(aX2). substitut-
td "under the plan (including but not limited to utili-
sation review plans as provided for in section 
1996txiX4) of this title)" for "under the plan". 
Subsec. (SX31XA). Pub. L 12-403, §298. struck out 
**which provides more than a minimum level of health 
care services" following "intermediate care faculty". 
Subtec (aX32). Pub. L 92-003. |236<bX3). added 
par. (92). 
6ubaec <aX33). Pub. L §3-403. |23*bX3). added 
par. (23). 
6ubaec. <aX44). Pub. L §4-403. |*4&(aX3). added 
par. (34). 
Subaec CaX35). Pub. L. §2-403.12§9A(3), added par. 
115). 
Subaec (aX37). Pub. L §2-403, f 2§9D(bX3). added 
par. (37). 
Subaec. (d). Pub. L §2-403. §331. repealed subaec. 
fd). which related to modification of state plans for 
medical assistance under certain circumstances. 
Subsec (e). Pub. L. §2-403. f 209(a). added subaec. 
Ic). 
Subaec. <f). Pub. L. §3-403, |30*bXl). added subaec. 
CI). 
1471-Subsec. (axil) . Pub. L §2-223 added par. (ID. 
1469-Subsec (c). Pub. L §1-46. 12(c). substituted 
"aid or assistance in the form of money payments 
Cother than so much, if any. of the aid or assistance in 
such form as was. immediately prior to the effective 
date of the Bute plan under this subchapter, attribut-
able to medical needs)" for "aid or assistance (other 
than so much of the aid or assistance as is provided 
for under the plan of the State approved under this 
subchapter)". 
Subaec. (d). Pub. L §1-44.12(d). added subaec. (d). 
1464-Subeec. (sX2>. Pub L §0-248. §231. changed 
the date on which Bute plans must meet certain fi-
nancial participation requirements by substituting 
-July 1.1§49 for "July 1.1070". 
Subaec. (ax4). Pub L §0-348. |21(KaXS). designated 
t i l s ting provisions as subpar. (A) and added subpar. 
(B) 
Subaec. (aXlO). Pub. L §0-248. M 213(a). 341(fXl). 
deleted "IV." after "I," and inserted ", and part A of 
subchapter IV of this chapter" after "XVI of this 
chapter", and designated existing provisions as item I 
and added item II. 
Subaec (axil). Pub. L §0-248. 1802(b). designated 
•listing provisions as cl. (A) and added cl (B). 
Subaec. (axi3). Pub. L §0-248. 1224(a). designated 
•sitting provisions as subpar. (A), incorporated exist-
ing d. (A) in provisions designated as subpart. (B) and 
ICMI). making subpar. (B) and (C) applicable to Indi-
viduals receiving aid or assistance under an approved 
State plan and to Individuals not covered under 
subpar (B). respectively, added cl. (ii) of subpar. (C). 
redesignated former cl. (B) as subpar. (D), and deleted 
affective date of July 1. 1M7. for former cit. (A) and 
CB). % 
Subaec. (aX13xA). Pub L. §0-948. |234(cXl). deals-
sated existing provisions as el. (1) and added el. (U). 
Subaec. UX14XA). Pub. L §0-341.123S(aXl). Insert-
ed "In the case of Individuals receiving aid or assist-
ance under Bute plans approved under subchapters L 
X XIV. XVI. and part A of subchapter IV of this 
chapter.". 
Subaec. (aXMXB) Pub. L §0-248. f 235(aX2). insert-
ed "inpatient hospital services or" after "respect to" 
and substituted "to an individual" for "him". 
Bubtec. (ax 15). Pub. L §0-248. |233(aX3). deleted 
subpar (B) provision for meeting the full cost of any 
deductible imposed with respect to any such individual 
under the insurance program established by part A of 
such subchapter, deleted subpar. (B) designation pre-
ceding "where, under the plan", and substituted there-
in "established by such subchapter" for "established 
by part B of such subchapter". 
Bubtec. (s)(17). Pub. L §0-248. §238. Inserted In the 
parenthetical expression "and may. in accordance with 
standards prescribed by the Secretary, differ with re-
spect to income levels, but only in the case of appli-
cants or recipients of assistance under the plan who 
are not receiving aid or assistance under the State's 
plan approved under subchapter 1. X. XIV. or XVI of 
this chapter, or part A of subchapter IV of this chap-
ter, based on the variations between shelter costs in 
urban areas and in rural areas" following "all groups". 
Pub. L. §0-248. f 241(fX2). in clause (B) deleted "IV." 
after "1." and inserted ". or part A of subchapter IV of 
this chapter" after "XVI of this chapter". 
Bubsecs. (aX23) to (30). Pub. L. §0-248. ff 227(a). 
228(a). 229(a). 234(a). 236(a). 237. added pars. (23). 
(24). (25). (26M28). (29). (30). respectively. 
Bubtec. (bX2). Pub. L §0-248. 1241(1X3). Inserted 
"part A o f before "subchapter IV". 
Bubtec. (c). Pub. L §0-248. f 241(fX4). deleted "IV." 
after "I." and inserted ", or part A of subchapter IV of 
this chapter" after "XVI of this chapter". 
Kmcrrrs DATS or 1976 AMnn>Msrr 
Section 3 of Pub. L. §4-552 provided that: T h e 
amendments made by the first section [repealing 
subsec. (f) of this section and section 13»6bU) of this 
title) shall take effect as of January 1.1476." 
XrrcLiifi DATS or 1975 Atajnucxirr 
Section 111(c) of Pub. L §4-182 provided that: T h e 
amendments made by this section [amending subsec. 
(f) of this section and section 1346b<n of this title} 
shall (except as otherwise provided for therein) 
become effective January 1.1476." 
Errst'iifs DATS or 1474 Asfnfmnrr 
Section §<b) of Pub. L §3-348 provided that: T h e 
amendment made by subaection (a) [to subaec. 
(axi4XBXi) of this section) shall be effective January 
1.1973." 
Brfsciifs DATS or 1473 Asfnmfnrr 
Section 13(d) of Pub. L §3-233 provided that: T h e 
amendments made by subsection (s) [to subsecs. 
(a)(5). (10). (13XB). (14XA). (B). (17). (18). (20XC). and 
(f) of this section and sections 1396. 1396b<aXl). (fX4). 
and 1346(a). (aXivMvU). (J), and (k) of this title) shall 
be effective with respect to payments under section 
1403 of the Social Security Act [section 1396b of this 
title) for calendar quarters commencing after Decem-
ber 31.1973." 
Section 14(s-3X4) of Pub. L 43-233 provided that: 
T h e amendments made by subsections (o) and (u) [of 
subsec (aX3) of this section and section I344b(bX2) of 
this title) shall be effective July 1.1473". 
Kfiacuis DATS or 1472 Asmmsmrr 
Section 148(c) of Pub L 42-403 provided that T h e 
amendments made by this section (amending subsec 
(a) of thit section and section 1344g<gXl) of this title] 
shall be effective on the date of the enactment of this 
Act (Oct. 30.14721." 
Amendment of subsec. (aX9) and (aX33) by section 
439(a). (b) of Pub. L §2-403 to be effective Jan. 1.1973 
(or earlier if the state plan so provides), see section 
434(d) of Pub. I* 42-403. set out as an Effective Date 
of 1472 Amendment note under section 705 of this 
title. 
Amendment of subaec. (aX13) by section 182(a) of 
Pub. L 42-403 effective July 1. 1472 or earlier If the 
Fife Ml TITLE 42-THE PUBLIC HEALTH AND WELFARE |!IK* 
l u t e plan to provides, tee section 933(c) of Pub. L 92-
•OS. tet out ts an Effective Date of 1072 Amendment 
note under section 705 of this title. 
Section 908(b) of Pub. L 82-403 provided that: T h e 
amendment made by subsection (t) (amending subset. 
UK 14) of this section) ahall be effective January I, 
1973 (or earlier If the 6ute plan so provided)." 
Amendment of subsec. (aX28) by section 948(a) of 
Fub. L 92-003 to be effective July 1, 1973. see section 
140(c) of Fub. L 92-003. tet out as an Effective Date 
of 1072 Amendment note under section 1195s of this 
UUe. 
Section 937(dX2> of Fub. L 92-d03 provided that: 
T h e amendment made by subsection (a)(2) (amend-
Ins subsec. (aX80) of this section] ahall be effective 
July 1. 1973." 
Amendment of tubsec. <eX92> by section 136(b) of 
Fub. L 02-403 effective Jan. X. 1973 or earlier If the 
state plan so provides, see section 236(c) of Pub. L. 92-
003. set out as an Effective Date of X972 Amendment 
note under section 1395u of this title. 
Section 255(b) of Pub. L 92-603 provided that: T h e 
amendments made by subsection (a) taddint subsec. 
<aX34) of this section] shall be effective July I. 1973." 
Amendment of subsec. <aX37) by section 299T>b) of 
Fub. L 92-003 effective bertnnlm Jan. 1. X973. or 
within 6 months following Oct 10, 1972. whichever is 
later, tee section 299EXO of Fub. L 92-603. set out as 
an Effective Date of X972 Amendment note under sec-
tion 1395aa of this title. 
Section 209<bX2) of Fub. L 92-403 provided that: 
T h e amendment made by this subsection [adding 
•ubsec. (f) of this section] ahall become effective on 
January 1.1974." 
Erraviifi DATE or 1971 AMSfoimrr 
Section 4(d) of Fub. L. 92-223. as amended by section 
192 of Fub V 92-403. provided that: T h e amend-
ments made by this section t enact ins subsec. (aX31) of 
this section and section 1396d(sX16). (c). (d) of this 
UUe and repealing section 1320s of this title) shall 
become effective January X. 1972. except that the 
repeal made by subsection (c) Crepealing section 1920s 
of this title], shall not become effective in the case of 
any 8tate. which on January 1. 1972 did not have in 
effect a State plan approved under title XIX of the 
Social Security Act (this subchspter]. until the first 
dsy of the first month (occurring after such date) that 
euch Bute does have in effect a State plan approved 
under such UUe I this subchapter].** 
KiftLUfs D a n or 1966 Anumsaawr 
Amendment of subsec. (aX4) by tection Sl0(aX6) of 
Fub. 1* 90-246 effective July X. X969. or. if earlier (with 
respect to a State's plan approved under this sub-
chapter) on the date as of which the modification of 
the State plan to comply with such amendment is ap-
proved, see section 210(b) of Fub U 90-248. set out as 
an Effective Date of X966 Amendment note under sec-
tion 902 of this Utle. 
Section 123(b) of Fub L 90-248 provided that: T h e 
amendments made by subsecUon (a) I to subsec. (aXlO) 
of this section] shall apply with respect to oalendsr 
Quarters beginning after June 10.1967." 
Section 224(b) of Fub L. 90-248 provided that: T h e 
amendment made by subsection (a) (to subsec. (aX13) 
(other than (AXU)) of this section] shall apply with 
reaped to calendar quarters beginning after December 
IX. 1967." 
Section »4(cX3) of Fub. L 90-248 provided that: 
T h e amendment made by paragraph CX) of this sub-jection (amending subaec. (axilXA) of this section) 
•hall apply with respect to calendar quarters begin-
ning after June 90.1970." 
Section »7(b) of Fub. L. 90-948. as amended by sec-
tion J71A of Fub. I* 92-003, effective from and after 
July 1. 1972. provided that: T h e amendments made 
by this tection (enacting subaec. (ax23) of this tac-
tion] shall apply with respect to calendar quarters be-
ginning after June 90, X969. except that such amend-
ments ahall apply In the ease of Puerto Moo. lbs 
Virgin Islands, and Ouam only with respect to calen-
dar quarters be firm In t after June 20.1975." 
Section 229(b) of Pub. L. 90-248 provided that: T h e 
amendment made by subsection (a) (enacting subsec. 
(aX2S) of this section] shall apply with respect to legal 
liabilities of third parties arising after March 81. 
1968." 
Section 994(b) of Fub. L. 90-248 provided that: T h e 
amendments made by subsection (a) of this tecUon 
(enactins subsecs. (ax26) to (28) of this section) 
(unless otherwise specified in the body of such amend-
ments) shall take effect on January X. X969.'* 
Section 235(b) of Pub. U 90-248 provided that' T h e 
amendments made by subsection (a) (to subsecs. 
(axi4). (18) of this section] shall be effective in the 
ease of calendar quarters beginning after December 
91. 1967." 
Enactment of subaec. <aX29) by section 996(a) of 
Fub. U 90-248 effective July X. X970. except as other-
wise specified in the text thereof, see section 236(c) of 
Fub. L. 90-248. set out as an Effective Date note under 
section 1296g of this UUe. 
Section 237 of Fub. L. 90-246 provided to part that 
enactment of subsec. (aX90) by section 237 ahall be ef-
fective Apr. X. X968. 
Section 236 of Fub. L 90-248 provided In part that 
amendment of subaec (aX17) by section 936 ahall be 
effective July X. X969. 
TaAJisro or Ftmcnows 
Functions, powers, and duties of Secretary of 
Health. Education, and Welfare under subaec. 
(aX4XA) of this section insofar as relates to the pre-
scription of personnel standards on a merit basis, 
transferred to United States Civil Service Commission, 
tee section 4728(aX3XD) of this UUe. 
PaxsuvATio* or MXOICAIO ELIGIBILITY rot XJTOXTXP-
OALS WHO CEASE TO ax ELIGIBLE roa SumjomrnL 
SECURITY INCOME BEKXTTTS OH AOCOUKT or Cosr-or-
Lrvmc IUCKXASXS ZJV SOCIAL Srcuimr B e a m s 
Fub. L. 94-666. Utle V. 1503. Oct 30. X976. 90 Stat 
9685. provided that: "In addition to other require-
ments imposed by law as a condition for the approval 
of any Bute plan under title XIX of the Social Securi-
ty Act [this subchapter], there is hereby imposed the 
requirement (and each such State plan ahall be 
deemed to require) that medical assistance under such 
plan shall be provided to any individual, for any 
month after June 1977 for which such individual Is en-
UUed to a monthly insurance benefit under UUe II of 
such Act (subchapter II of this chapter! but Is not eli-
gible for benefits under Utle XVI of such Act (sub-
chapter XVI of this chapter!, in Use manner and sub-
ject to the same terms and conditions as are applicable 
under such State plan in the case of individuals who 
are eligible for and receiving benefit* under such UUe 
XVI [subchapter XVI of this chapter] for such 
month. If for such month such Individual would be (or 
could become) eligible for benefits under such UUe 
XVI [subchapter XVI of this chapter] except for 
amounts of Income received by such Individual and his 
spouse (if any) which are attributable to Increase In 
the level of monthly Insurance benefits payable under 
UUe XI of such Act (subchapter II of this chapter] 
which have occurred pursuant to section 218(1) of such 
Act (section 415(1) of this title], in the case of such In-
dividual, alnce the last month after April X977 for 
which such Individual was both eligible for (and re-
ceived) benefits under such UUe XVI (subchapter XVI 
of this chapter) and was entiUed to a monthly Insur-
ance benefit under such UUe II [subchapter II of this 
chapter], and. In the case of such individual's spouse 
(If any), alnce the last such month for which such 
spouse was both eligible for (and received) benefits 
under such UUe XVI (subchapter XVI of this chapter) 
and was entiUed to a monthly Insurance benefit under 
such UUe II [subchapter II of this chapter). Solely for 
purposes of this section, payments of the type de-
scribed In section 1616(a) of the Social Security Act 
Caactkm X999e(a) of this UUe) or of the type described 
11M* TITLE 43—THE PUBLIC HEALTH AND WELFARE Pa*c S62 
to section tlKa) of Pub. L 99-99 faet out at note 
under aection 1182 of thli UUe) ahail be deemed to be 
benefit! under UUe XVI of the Social Security Act 
{subchapter XVI of thli chapter)." 
SJIDICAXB Euorazurr roa IwonrxouALt Rscsxvuio MAW-
a*Toar STATS BurruoiBnAMi PATMDTTI; IVFitiifa 
Datm 
Section 11(c) of Pub L 93-233 provided that: 
"In addition to other requirement* Imposed by law 
at oondJUoru for the approval of any State plan under 
UUe XIX of the Social Security Act (this subchapter). 
there It hereby imposed (effective January 1, 1974) 
the requirement (and each tuch State plan shall be 
deemed to require) that medical assistance under such 
plan shall be provided to any individual— 
"(1) for any month for which there (A) It payable 
with respect to tuch individual a supplementary pay-
ment pursuant to an agreement entered Into be-
tween the Bute and the Secretary of Health. Educa-
tion, and Welfare under section 212(a) of Public Law 
•3-06 (set out as note under section 1362 of this 
title), and (B) would be payable with respect to such 
Individual such a supplementary payment, if the 
amount of the supplementary payments payable 
pursuant to tuch agreement were established with-
out retard to paragraph (3XAXU) of tuch aection 
112(a) Caet out as note tinder aection 1382 of this 
UUe). and 
-(2) in like manner, and subject to the tame terms 
and oonditions. as medical assistance Is provided 
tinder tuch plan to individuals with respect to whom 
benefits are payable for such month under the sup-
plementary security income program established by 
UUe (subchapter! XVI of the Social Security Act 
(this chapter). 
Pederal matchint under title XIX of the 8ocial Secu-
rity Act (this subchapter] ahall be available for the 
medical assistance furnished to individuals who are 
eligible for tuch assistance under this subsection." 
OOTBUOI or EasDmai. Piasons TJsrosa MEDICAID 
Section 230 of Pub. U 99-96. UUe U. July 9.1973. 87 
SUL 159. provided that 
"In the case of any State plan (approved under UUe 
XIX of the Social Security Act (this subchapter)) 
which for December 1973 provided medical assistance 
to persons described in section 1905(aXvi) of tuch Act 
Caectlon 1396d(aXrl) of this UUe). there is hereby im-
posed the requirement (and such 8tate plan ahall be 
deemed to require) that medical assistance under tuch 
plan be provided to each such person (who for Decem-
ber 1973 was eligible for medical assistance under tuch 
plan) for each month (after December 1973) that-
' l l ) the individual (referred to in the last sentence 
Of section 1905(a) of tuch Act (section 13964(a) of 
this UUe)) with whom tuch person Is living contin-
ues to meet the criteria (as In effect for December 
1973) for aid or assistance under a State plan (re-
ferred to in tuch sentence), and 
"(2) tuch person continues to hare the relation-
ship with tuch individual described in tuch sentence 
and meets the other criteria (referred to in tuch sen-
tence) with rwtpect to a Bute plan (so referred to) at 
tuch plan was In effect for December 1973. 
PaderaJ matchint under UUe XIX of the Social Secu-
rity Act (this subchapter) ahall be available for the 
swedica) assistance furnished to Individuals eligible for 
s)isch assistance under this taction.** 
*Piaaoirt m Mntcat brtrrruTiojrs 
Section 231 of Pub U 99-99. UUe D, July 9.1973. 97 
Stat. 119. at amended by Pub. L> 93-233. |13(bXl). 
Dec. II. 1973. 97 Stat 994. provided that: 
Tor purposes of aection 1902(aX10) of the Soda) 
Security Act (aubaec. (ax 10) of this section), any indi-
vidual who. for all (or any part of) the month of De-
cember 1973-
"(1) was an Inpatient m antnstituUon qualified for 
reimbursement under UUe XIX of the Social Securi-
ty Act (this subchapter), and 
"(IMA) received or would (except for hit being an 
inpatient In tuch institution) have been eligible to 
receive aid or assistance under a Bute plan approved 
under UUe I. X. XJV. or XVI of such Act (sub-
chapter I. X XIV. or XVI of this chapter), and 
"(B) on the basis of his status as described In sub-
paragraph (A), was included as an individual eligible 
for medical assistance under a State plan approved 
under UUe XIX of tuch Act (this subchapter) 
(whether or not such individual actually received aid 
or assistance under a State plan nttmd to In tub-
paragraph (A)), 
ahall be deemed to be receiving tuch aid or assistance 
for tuch month and for each succeeding month to a 
continuous period of months if. for each month In 
such period— 
"(3) such individual continues to be (for all of such 
month) an Inpatient In tuch an instituUon and 
would (except for his being an Inpatient In such in-
stitution) continue to meet the conditions of eligibil-
ity to receive aid or assistance under such plan (at 
such plan was in effect for December 1973). and 
"(4) tuch individual is determined (under the utili-
sation review and other professional audit proce-
dures applicable to State plans approved under UUe 
XIX of the Social Security Act (this subchapter)) to 
be In need of care in such an Institution. 
Pederal matching under UUe XIX of the Soda) Secu-
rity Act (this subchapter] thai) be available for the 
medical assistance furnished to individuals eligible for 
such assistance under this section." 
BLDTD am> DISABLED MXDICALLT Xwoxaorr Ptmaowt 
Section 232 of Pub. L* 93-66. UUe U. July 9. 1973. 97 
But. 190. as amended by Pub. L. 93-233. 113(b)(2). 
Dec. II. 1973. 97 Stat. 964. provided that: T o r pur-
poses of section 1902<aX10) of the Social Security Act 
(subsec. (aXlO) of this section), any Individual who. 
for the month of December 1973 was eligible (subsec 
(aXlO) of this section] for medical assistance by 
reason of his having been determined to meet the cri-
teria for blindness or disability (established by a State 
plan approved under title 1. X. XIV. or XVI of such 
Act (subchapter I. X. XIV. or XVI of this chapter)). 
ahall be deemed for purposes of UUe XIX (this sub-
chapter] to be an individual who is blind or disabled 
within the meaning of section 1614(a) of the Soda) Se-
curity Act (section 1382c<a) of this UUe) for each 
month In a continuous period of months (beginning 
with the month of January 1974). If. for each month 
In tuch period, tuch individual continues to meet the 
criteria for blindness or disability so established by 
such a State plan (as it was in effect for December 
1973). Pederal matching under title XIX of the Social 
Security Act (this subchapter] ahall be available for 
the medical assistance furnished to individuals eligible 
for tuch assistance under this section, and the other 
oonditions of eligibility contained In the plan of the 
State approved under UUe XIX (this subchapter) (at 
It was In effect in December 1973)." 
IMPACT or 1972 SOCIAL Sscuamr Ban arm Iwcsuust 
USTDEK Put L. 92-336 Uron ELIOXBXUTT roa ASSIST 
awes UWDS* Tsus Suscsurra 
Section 149E of Pub. 1* 92-903. at amended by sec-
tion 233 of Pub. L. 93-46. UUe II. July 9.1973. 97 Stat 
190. provided that: "Per purposes of aection 
19O2(AX10> of the Social Security Act (subeec <aX10) 
of this section) any Individual who. for the month of 
August 1972. was eligible for or receiving aid or assist-
ance under a State plan approved under UUe I X 
XIV. or XVI. or part A of UUe IV of such Act tsuth 
chapter I. X. XJV. or XVI. or part A of subchapter TV 
of this chapter) and who tor such month was enUUed 
to monthly Insurance benefit* under UUe D of such 
Act (subchapter II of this chapter) shall be deemed to 
be eligible for such aid or assistance for any month 
thereafter prior to July 1975 11 tuch Individual would 
have been eligible for tuch aid or assistance for such 
saonth had the increase in monthly insurance benefits 
wader UUe II of such Act (subchapter U of this chap-
Fife Ml TITLE 43-THE PUBLIC HXALTH AND WELFARE fllHb 
•erl resulting from enactment of Pub. L. t2~II6 (ate 
Tables volume) not been applicable to such Individu-
al" 
Himstito B o n n BUSXBLS foa afAtamto Turn* tot 
BOMX S o n c i * Wax* aCunnc STATS Licawsuis Rs-
qtrjasxxjrrs A r m Jowi SO, INI 
Section »4(c) of Pub. L 10-141 provided that: "Not-
wlthiUndlni any other provision of law, after June 
10. 1S6S. no Federal funds shall be paid to any State as 
Federal matching under title 1. X, XIV, XVI. or XIX 
of the Social Security Act (subchapter X. X. XIV, XVI, 
or XIX of this chapter) for payments made to any 
nursing home or on account of any nursing home ser-
vices provided by such nursing home for any period 
during which such nursing home is determined not to 
meet fully all requirements of the 8tate for licensure 
as a nursing home, esoept that the Secretary may pre-
scribe a reasonable period or periods of time during 
which a nursing home which has formerly met such 
requirements will be eligible for payments which in-
clude Federal participation If during such period or 
periods such home promptly takes all necessary steps 
to again meet such requirements." 
Disraicr or COLUMBIA: FUJI roe MEDICAL ASSISTAUCE 
1Mb. L 10-237. 11. Dec Tt, IM7, II Stat 144. pro-
vided: 
"That fa) the Commissioner of the District of Co-
lumbia tnow alsyor) (hereafter in this Act [enacting 
this note and materia] set out as a note under section 
1305v of this title) referred to as the 'Commissioner') 
may submit under title XIX of the Social Security Act 
tthis subchapter) to the Secretary of Health. Educa-
tion, and Welfare (hereafter in this Act referred to as 
the •Secretary') a plan for medical assistance (and any 
modifications of such plan) to enable the District of 
Columbia to receive Federal financial assistance under 
such title for a medical assistance program established 
by the Commissioner under such plan. 
"(bxi) Notwithstanding any other provision of law, 
the Commissioner may take such action as may be 
necessary to submit such plan to the Secretary and to 
establish and carry out such medical assistance pro-
gram, eicept that in prescribing the standards for de-
termining eligibility for and the extent of medical as-
sistance under the District of Columbia's plan for 
medical assistance, the Commissioner may not (except 
to the extent required by title XIX of the Social Secu-
rity Act) [this subchapter)-
**<A) prescribe maximum income levels for recipi-
ents of medical assistance under such plan which 
exceed (1) the title XIX maximum income levels if 
such levels are in effect, or (li) the Commissioner's 
msitmum income levels for the local medical assist-
ance program if there are DO title XIX maximum 
Income levels In effect; or 
"(B) prescribe criteria which would permit an indi-
vidual or family to be eligible for such assistance if 
such individual or family would be ineligible, solely 
fey reason of his or Its resources, for medical assist-
ance both under the plan of the State of Maryland 
approved under title XIX of the Social Security Act 
tthis subchapter) and under the plan of the State of 
Virginia approved under such title. 
-(2) TOT purposes of subparagraph (A) of paragraph 
CD of this subsection— 
-(A) the term Title XXX maximum income levels' 
means any maximum income levels which may be 
specified by title XIX of the Social Security Act 
Ithis subchapter) for recipients of medical assistance 
tmder State plans approved under that title; 
-(B) the term the Commissioner's maximum 
fesoome levels for the local medical assistance pro-
gram' means the maximum income levels proscribed 
lor recipients of medical assistance under the Dis-
trict of Columbia's medical assistance program to 
affect m the fiscal year ending June 10.1H7; and 
"<C> during any of the first four calendar Quarters 
in which medical assistance is provided under such 
plan there shall be learned to be no Utk XXX maxi-
mum Income levels m effect if the title XIX maxi-
mum Income levels In effect during such quarter are 
higher than the Commissioner's maximum income 
levels for the local medical assistance program.*9 
Sac-no* RarxamxD to w Orxxa Sscnows 
This section is referred to in sections I l ls , lltSv. 
imt>, 13*6d. llMg. i m i , 4736 of this Utk; Utk II 
section 117S. 
Sac-no* Ramaxo TO or D.C. Coot 
This section Is referred to m section IS-S01 of the 
District of Columbia Code. 
| lIHb. Payment to States 
Ca) Computation of amount 
From the sums appropriated therefor, the 
Secretary (except as otherwise provided in this 
section) shall pay to each State which has a 
plan approved under this subchapter, for each 
quarter, beginning with the quarter commenc-
ing January 1,1966— (1) an amount equal to the Federal medical 
assistance percentage (as defined in section 
1396d(b) of this title, subject to subsections (g) and (h) of this aection) of the total 
amount expended during such quarter as 
medical assistance under the State plan (in-
cluding expenditures for premiums under 
part B of subchapter XVIII of this chapter, 
for individuals who are eligible for medical as-
sistance under the plan and (A) are receiving 
aid or assistance under any plan of the State 
approved under subchapter I, X, XIV, or XVI, 
or part A of subchapter IV, or with respect to 
whom supplemental security income benefits 
are being paid under subchapter XVI of this 
chapter, or (B) with respect to whom there is 
being paid a State supplementary payment 
and are eligible for medical assistance equal 
In amount, duration, and scope to the medical 
assistance made available to individuals de-
scribed in section 1396a(a)(10)(A) of this title, 
and, except in the case of individuals sixty-
five years of age or older and disabled individ-
uals entitled to hospital insurance benefits 
under subchapter XVIII of this chapter who 
are not enrolled under part B of subchapter 
XVIII of this chapter, other insurance premi-
ums for medical or any other type of remedial 
care or the cost thereof; plus 
(2) an amount equal to 75 per centum of so 
much of the sums expended during such 
quarter (as found necessary by the Secretary 
for the proper and efficient administration of 
the State plan) as are attributable to compen-
sation or training of skilled professional medi-
cal personnel, and staff directly supporting 
such personnel, of the State agency or any 
other public agency: plus 
CI) an amount equal to— (AXi) 90 per centum of so much of the 
sums expended during such quarter as are 
attributable to the design, development, or 
Installation of such mechanised claims pro-
ceasing and information retrieval systems as 
the Secretary determines are likely to pro-
vide more efficient, economical, and effec-
tive administration of the plan and to be 
compatible with the claims processing and 
Information retrieval systems utilized in the 
administration of subchapter XVIII of this 
chapter, including the Bute's share of the 
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overpayments under subchapter XXX of ihli 
chapter, and (3) assure the restoration to the institution 
or person of amounts withheld under this sec-
Uon which are ultimately determined to be In 
excess of overpayments under subchapter 
XIX of this chapter and to which the institu-
Uon or person would otherwise be entitled 
under this subchapter. 
(c) Payment to State* a/ asaonnts recovered 
Notwithstanding any other provision of this 
chapter, from the trust funds established under 
sections 13951 and 1395t of this title, as appro* 
prlate. the Secretary shall pay to the appropri-
ate State agency amounts recovered under this 
section to offset the State agency's overpay-
ment under subchapter XIX of this chapter. 
Such payments shall be accounted for by the 
State agency as recoveries of overpayments 
under the State plan. 
(Aug. 14. 1935. ch. 611. UUe XVm. 11S85. as 
added Aug. 13. 1981. Pub. L. 67-15. UUe XTI, 
12104. 05 Stat. 788.) 
SUBCHAPTER XIX—GRANTS TO STATES 
FOR MEDICAL ASSISTANCE PROGRAMS 
BustXAFTii R T O J U D TO IP OTXSS Sscnovs 
Thia subchapter it referred to to sections 142b. 
154* 1. 154b. 154c. 154e. 154h. 154n, SOOe. 100e-6. 
lOOm-6, 100&-5. 602. 603. 606. 614. 632a, 671. 672. 673. 
705. 709. 1301. 1306. 1308. 1309. 1310. 1315. 1316. 1311. 
13201-1, 1320a-2. 1320a-3. 1320a-5. 1320a-7. 1320a-7a, 
1320*-*. 1320t>~2, 1320t>-3. 1120b-4. 1320b~5. 1320c-!. 
1320C-9. 1162. 1382g. 1362h. 13821. 1383c. 1195b-l. 
1395v. 1395s. 1395y. 1395z, 1395cc. 13951U 1395w. 1997. 
1013. 9026. 3035b. 1524. 8624 of this UUe; UUe 7 sec-
tions 1026. 1176. UUe 6 section 1522. UUe 12 secUons 
1715*. 1716S-7; UUe 16 section 1622; UUe 16 sections 
•22,4106, 
l U t C A f i n p H s U e s i 
CSUJVQS or HASH 
Tht Secretary of HeaJth. Education, and Welfare 
was redesignated the Secretary of Health and Human 
fterrkcs by section 150Kb) of TSUe 10. SducaUon. 
• 1196a. State plans for sssdkal a - t taac i 
<a) CM test* 
A State plan for medical assistanre must— 
[See main •dition for Uxt of (J) to (1)1 
(4) provide (A) such methods of administra-
tion (including methods relating to the estab-
lishment and maintenance of personnel 
standards on a merit basis, except that the 
Secretary shall exercise no authority with re-
spect to the selection, tenure of office, and 
compensation of any individual employed in 
accordance with such methods, and including 
provision for utilization of professional medi-
cal personnel In the administration and, 
where administered locally, supervision of ad-
ministraUon of the plan) as are found by the 
Secretary to be necessary for the proper and 
efficient operation of the plan, CB) for the 
training and effective use of paid subprofes-
sjonal staff, with particular emphasis on the 
full-time or part-time employment of recipi-
ent* and other persons of low income, as com-
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munity service aides, in the admlnistraUon of 
the plan and for the use. of nonpaid or par-
tially paid volunteers in a social service volun-
teer program in providing services to appli-
cants and recipients and in assisting any advi-
sory committees established by the State 
agency, and (C) that each State or local offi-
cer or employee who is responsible for the ex-
penditure of substantial amounts of funds 
under the State plan, each indivdual who for-
merly was such an officer or employee, and 
each partner of such an officer or employee 
shall be prohibited from committing any act, 
in relation to any activity under the plan, the 
commission of which, in connection with any 
activity concerning the United States Govern-
ment, by an officer or employee of the United 
States Government, an individual who was 
such an officer or employee, or a partner of 
such an officer or employee is prohibited by 
section 207 or 208 of UUe 18. 
{See main edition for text ofiS) to (1)1 
(6) provide— 
(A) that the State health agency, or other 
appropriate State medical agency (which-
ever is utilized by the Secretary for the pur-
pose specified in the first sentence of sec-
tion 1395aa(a) of this title), shall be respon-
sible for establishing and maintaining 
health standards for private or public insti-
tutions in which recipients of medical as-
sistance under the plan may receive care or 
services, 
(B) for the establishment or designation 
of a 8tate authority or authorities which 
shall be responsible for establishing and 
maintaining standards, other than those re-
lating to health, for such institutions, and 
(C) that any laboratory services paid for 
under such plan must be provided by a labo-
ratory which meets the applicable require-
ments of section 1395x(eX9) of this title or 
paragraphs (11) and (12) of section 1195x(s) 
of this title, or, in the case of a laboratory 
which is in a rural health clinic of section 
1195x(aaX2XG) of this UUe; 
(10) provide— 
(A) for making medical assistance availa-
ble, including at least the care and services 
listed in paragraphs (1) through (5) and (17) of section 1896d(a) of this title, to all 
Individuals receiving aid or assistance under 
any plan of the State approved under sub-
chapter 1, X, XIV, or XVI of this chapter, 
or part A or part E of subchapter IV of this 
chapter (including pregnant women deemed 
by the Bute to be receiving such aid as au-
thorized in section 606(g) of this UUe and 
Individuals considered by the 8tate to be re-
ceiving such aid as authorised under section 
614(g) of this titie). or with respect to whom 
supplemental security Income benefits are 
being paid under subchapter XVI of this 
chapter, 
(B) that the medical assistance made 
available to any individual described In sub-
paragraph (A>— 
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CD shall not be lew to amount, duration, 
or scope than the medical assistance made 
available to any other such Individual, 
and 
<ii> shall not be less in amount, dura-
tion, or scope than the medical assistance 
made available to Individuals not de-
scribed In subparagraph (A); 
CO that If medical assistance Is Included 
for any group of Individuals described In 
section 1396d<e) of this title who are not de-
scribed In subparagraph (A), then— (i) the plan must Include a description 
of (I) the criteria for determining eligibil-
ity of Individuals In the group for such 
medical assistance and (II) the amount, 
duration, and scope of medical assistance 
made available to Individuals In the 
group; (11) the plan must make available medi-
cal assistance— 
(I) to Individuals described In section 
lmd(aXi) of this title, and 
(II) to pregnant women, during the 
course of their pregnancy, who (but for 
Income and resources) would be eligible 
for medical assistance as an Individual 
described In subparagraph (A); 
Clii) such medical assistance must In-
clude (I) with respect to children under 18 
and Individuals entitled to Institutional 
services, ambulatory services, and (II) 
with respect to pregnant women, prenatal 
care and delivery services; and 
(iv) if such medical assistance Includes 
services in institutions for mental diseases 
or Intermediate care facility services for 
the mentally retarded (or both) for any 
such group, It also must Include for all 
groups covered at least the care and serv-
ices listed In paragraphs (1) through (ft) 
and (17) of section 1396d(a) of this title or 
the care and services listed in any 7 of the 
paragraphs numbered (1) through (17) of 
such section; and 
CD) for the Inclusion of home health serv-
ices for any Individual who, under the State 
plan. Is entitled to skilled nursing facility 
services; 
Use mala edition for text of concluding par.) 
(11XA) provide for entering Into coopera-
tive arrangements with the 6tate agencies re-
sponsible for administering or supervising the 
administration of health services and voca-
tional rehabilitation services In the State 
looking toward maximum utilization of such 
services In the provision of medical assistance 
wnder the plan, and (B) effective July 1,1*69, 
provide, to the extent prescribed by the Sec-
retary, for entering Into agreements, with any 
agency. Institution, or organisation receiving 
payments under (or through an allotment 
under) subchapter V of this chapter. (I) pro-
tiding for utilising such agency. Institution, 
or organisation In furnishing care and serv-
ices which are available under such sub-
chapter or allotment and which are Included 
to the State plan approved under this section 
and (II) making such provision as may be ap-
propriate for reimbursing such agency, Insti-
tution, or organization for the cost of any 
such care and services furnished any Individu-
al for which payment would otherwise be 
made to the 8tate with respect to him under 
section 1196b of this title; 
{Set main edition forUztofilX)] 
CIS) provide-
CA) for payment (except where the 8tate 
agency is subject to an order under section 
1396m of this title) of the hospital, skilled 
nursing facility, and intermediate care fa-
cility services provided under the plan 
through the use of rates (determined In ac-
cordance with methods and standards devel-
oped by the State and which. In the case of 
hospitals, take into account the situation of 
hospitals which serve a disproportionate 
number of low Income patients with special 
needs and provide, In the case of hospital 
patients receiving services at an Inappropri-
ate level of care (under conditions similar to 
those described in section 1395x(vXlXO) of 
this title), for lower reimbursement rates re-
flecting the level of care actually received 
(in a manner consistent with section 
1395x(vXlXO) of this title)) which the 
State finds, and makes assurances satisfac-
tory to the Secretary, are reasonable and 
adequate to meet the costs which must be 
Incurred by efficiently and economically op-
erated facilities in order to provide care and 
services in conformity with applicable State 
and Federal laws, regulations, and quality 
and safety standards and to assure that In-
dividuals eligible for medical assistance 
have reasonable access (taking into account 
geographic location and reasonable travel 
time) to Inpatient hospital services of ade-
quate quality; and such State makes further 
assurances, satisfactory to the Secretary, 
for the filing of uniform cost reports by 
each hospital, skilled nursing facility, and 
Intermediate care facility and periodic 
audits by the State of such reports; and 
CB) for payment for services described to 
section 1396d<aX2XB) of this title provided 
by a rural health clinic under the plan of 
100 percent of costs which are reasonable 
and related to the cost of furnishing such 
services or based on such other tests of rea-
sonableness, as the Secretary may prescribe 
to regulations under section I395f(aX3) of 
this title, or, In the case of services to which 
those regulations do not apply, on such 
tests of reasonableness as the Secretary 
may prescribe In regulations under this sub-
paragraph; 
CO Repealed. Pub. X* i7-U. title XXL, 
11171(b). Aug. II, 1931, §6 8UL MS. 
CD) Repealed. Pub. 1* t7-S5. title TTI. | ai71(aXlXA), Aug. i t . 1931, M Stat. 9M. 
CS) Redesignated (A) 
CP) Redesignated CB) 
C14) effective January !• ltTS. provide 
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(A) In the cue of individuals receiving aid 
or assistance under any plan of the 8tate 
approved under subchapter I, X, XJVt or 
XVI of this chapter, or part A of sub-
chapter IV of this chapter, or with respect 
to whom supplemental security income 
benefits are being paid under subchapter 
XVI of this chapter, or who meet the 
income and resources requirements of the 
appropriate State plan, or the supplemental 
security income program under subchapter 
XVI of this chapter, as the case may be, 
and individuals with respect to whom there 
is being paid, or who are eligible, or would 
be eligible if they were not in a medical in-
stitution, to have paid with respect to them 
a State supplementary payment and are eli-
gible for medical assistance equal in 
amount, duration, and scope to the medical 
assistance made available to individuals de-
scribed in paragraph (10XA)— (1) no enrollment fee. premium, or simi-
lar charge, and no deduction, cost sharing, 
or similar charge with respect to the care 
and services listed in paragraphs (1) 
through (5), (7), and (17) of section 
1396d<a) of this title, will be imposed 
under the plan, and 
[See main edition for text afiiiX CB), US) to 
119)1 
(30) if the 8tate plan includes medical as-
sistance in behalf of individuals 65 years of 
age or older who are patients in institutions 
for mental diseases 
ISee main edition for text of UV\ 
CB) provide for an individual plan for each 
such patient to assure that the institutional 
care provided to him Is in his best interests, 
Including, to that end, assurances that 
there will be initial and periodic review of 
his medical and other needs, that he will be 
given appropriate medical treatment within 
the institution, and that there will be a pe-
riodical determination of his need for con-
tinued treatment in the institution: and (C) provide for the development of alter-
nate plans of care, making maximum utili-
sation of available resources, for recipients 
65 years of age or older who would other-
wise need care in such institutions, includ-
ing appropriate medical treatment and 
other aid or assistance; for services referred 
to in section *03<aX4XAXi) and (ii). section 
•03(aXlXAXi) and <ii). or section 
l!S3(aX4XAXi) and (ii) of this Utle which 
are appropriate for such recipients and for 
such patients; and for methods of adminis-
tration necessary to assure that the respon-
sibilities of the State agency under the 
State plan with respect to such recipients 
and such patients will be affectively carried 
out; 
CD) Repealed. Pub. L. i7-35, title XXI, | S173(aX2XC), Aug. 11.1*81. f 5 But 109. 
Use main edition for text of ill) and (22)) 
CIS) except as provided in section 139Sn and 
axcept in the ease of Puerto Rico, the Virgin 
Islands, and Ouam, provide that any individu-
al eligible for medical assistance (including 
drugs) may obtain such assistance from any 
institution, agency, community pharmacy, or 
person, qualified to perform the service or 
services required (including an organization 
which provides such services, or arranges for 
their availability, on a prepayment basis), 
who undertakes to provide him such services; 
VSee main edition for text of (24)) 
(35) provide (A) that the State or local 
agency administering such plan will take all 
reasonable measures to ascertain the legal lia-
bility of third parties to pay for care and serv-
ices (available under the plan) arising out of 
Injury, disease, or disability, (B) that where 
the 6tate or local agency knows that a third 
party has such a legal liability such agency 
will treat such legal liability as a resource of 
the individual on whose behalf the care and 
services are made available for purposes of 
paragraph (17KB), and (C) that in any case 
where such a legal liability is found to exist 
after medical assistance has been made avail-
able on behalf of the individual and where 
the amount of reimbursement the State can 
reasonably expect to recover exceeds the 
costs of such recovery, the State or local 
agency will seek reimbursement for such as-
sistance to the extent of such legal liability; 
(26) effective July 1, 1969. provide (A) for a 
regular program of medical review (including 
medical evaluation) of each patient's need for 
skilled nursing facility care or (in the case of 
Individuals who are eligible therefor under 
the State plan) need for care in a mental hos-
pital, a written plan of care, and, where appli-
cable, a plan of rehabilitation prior to admis-
sion to a skilled nursing facility; (B) for peri-
odic inspections to be made in all skilled nurs-
ing facilities and mental institutions (if the 
State plan includes care in such institutions) 
within the State by one or more medical 
review teams (composed of physicians and 
other appropriate health and social service 
personnel, or, in the ease of skilled nursing 
facilities, composed of physicians or regis-
tered nurses and other appropriate health 
and social service personnel) of (I) the care 
being provided in such nursing facilities (and 
mental institutions, if care therein Is provided 
under the State plan) to persons receiving as-
sistance under the Bute plan, (11) with re-
spect to each of the patients receiving such 
care, the adequacy of the services available in 
particular nursing faculties (or institutions) 
to meet the current health needs and pro-
mote the maximum physical well-being of pa-
tients receiving care in such facilities (or in-
stitutions), (ill) the necessity and desirability 
of the continued placement of such patients 
in such nursing facilities (or institutions), and (lv) the feasibility of meeting their health 
care needs through alternative institutional 
or noninstitutional services; and (C) for the 
making by such team or teams of full and 
complete reports of the findings resulting 
from such inspections together with any rec-
ommendations to the State agency admlnls-
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tering or supervising the administration of 
the 6Ute plan; (37) provide for agreemenU with every 
person or Institution providing services under 
the Bute plan under which such person or In-
stitution agrees (A) to keep such records as 
are necessary fully to disclose the extent of 
the services provided to individuals receiving 
assistance under the 8tate plan, and (B) to 
furnish the Bute agency or the Secretary 
with such information, regarding any pay* 
inents claimed by such person or institution 
for providing services under the 8tate plan, as 
the Bute agency or the Secretary may from 
time to time request; 
(See main edition for text of <2I) and (IP)] 
(SO) provide such methods and procedures 
relating to the utilization of, and the pay-
ment for, care and services available under 
the plan (Including but not limited to utiliza-
tion review plans as provided for in section 
1396tXiX4) of this title) as may be necessary 
to safeguard against unnecessary utilization 
of such care and services and to assure that 
payments are consistent with efficiency, econ-
omy, and quality of care; 
LSee main edition for text of (JI)1 
(12) provide that no payment under the 
plan for any care or service provided to an in-
dividual shall be made to anyone other than 
such individual or the person or institution 
providing such care or service, under an as-
signment or power of attorney or otherwise; 
except that— (A) in the case of any care or service pro-
vided by a physician, dentist, or other indi-
vidual practitioner, such payment may be 
made (1) to the employer of such physician, 
dentist, or other practitioner if such physi-
cian, dentist, or practitioner is required as a 
condition of his employment to turn over 
his fee for such care or service to his em-
ployer, or (11) (where the care or service was 
provided in a hospital, clinic, or other facili-
ty) to the facility in which the care or serv-
ice was provided if there is a contractual ar-
rangement between such physician, dentist, 
or practitioner and such facility under 
which such facility submits the bill for such 
care or service; and 
CB) nothing in this paragraph shall be 
construed (1) to prevent the making of such 
a payment in accordance with an assign-
ment from the person or institution provid-
ing the care or service involved if such as-
signment is made to a governmental agency 
or entity or is esUblished by or pursuant to 
the order of a court of competent jurisdic-
tion, or (li) to preclude an agent of such 
person or Institution from receiving any 
•uch payment If (but only If) such agent 
does so pursuant to an agency agreement 
under which the compensation to be paid to 
the agent for his services for or In connec-
tion with the billing or collection of pay-
ments due such person or institution under 
the plan is unrelated (directly or indirectly) 
to the amount of such paymenU or the MU-
tngs therefor, and is not dependent upon 
the actual collection of any such payment; 
US) provide-* 
{Set main edition for Uxt qf U>1 
(B) that the Bute or local agency utilised 
by the Secretary for the purpose specified 
In the first sentence of section 1395aa(a) of 
this title, or, if such agency is not the SUte 
agency which is responsible for licensing 
health institutions, the Bute agency re-
sponsible for such licensing, will perform 
for the Bute agency administering or su-
pervising the administration of the plan ap-
proved under this subchapter the function 
of determining whether institutions and 
agencies meet the requirements for partici-
pation in the program under such plan, 
except that, if the Secretary has cause to 
question the adequacy of such determina-
tions, the Secretary is authorized to vali-
date SUte determinations and. on that 
basis, make independent and binding deter-
minations concerning the extent to which 
individual institutions and agencies meet 
the requiremenU for participation; 
[See main edition for text of{$4)1 
(35) provide that any disclosing entity (as 
defined in section 1320a-3(aX2) of this title) 
receiving paymenU under such plan compiles 
with the requiremenU of section 1320a-3 of 
this title; 
(36) provide that within 90 days following 
the completion of each survey of any health 
care facility, laboratory, agency, clinic, or or-
ganization, by the appropriate SUte agency 
described in paragraph (9), such agency shall (in accordance with regulations of the Secre-
tary) make public in readily available form 
and place the pertinent findings of each such 
survey relating to the compliance of each 
such health care facility, laboratory, clinic, 
agency, or organization with (A) the sUtutory 
conditions of participation imposed under 
this subchapter, and (B) the major additional 
conditions which the Secretary finds neces-
sary in the interest of health and safety of in-
dividuals who are furnished care or services 
by any such facility, laboratory, clinic, 
agency, or organization; 
(37) provide for claims payment procedures 
which (A) ensure that 90 per oentum of 
claims for payment (for which no further 
written information or substantiation is re-
quired in order to make payment) made for 
services covered under the plan and furnished 
by health care practitioners through individu-
al or group practices or through shared 
health facilities are paid within 90 days of the 
date of receipt of such claims and that 99 per 
oentum of such claims are paid within 90 days 
of the date of receipt of such claims, and (B) 
provide for procedures of prepayment and 
postpayment claims review, Including review 
of appropriate daU with respect to the recipi-
ent and provider of a service and the nature 
•f the service for which payment Is claimed. 
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to ensure the proper and efficient payment of 
claims and management of the program; (38) require that an entity (other than an 
individual practitioner or a group of practi-
tioners) that furnishes, or arranges for the 
furnishing of, items or services under the 
plan, shall supply (within'such period as may 
be specified in regulations by the Secretary or 
by the single State agency which administers 
or supervises the administration of the plan) 
upon request specifically addressed to such 
entity by the Secretary or such State agency, 
respectively, (A) full and complete informa-
tion as to the ownership of a subcontractor (as defined by the Secretary In regulations) 
with whom such entity has had, during the 
previous twelve months, business transactions 
In an aggregate amount In excess of $25,000, 
and (B) full and complete Information as to 
any significant business transactions (as de-
fined by the Secretary in regulations), occur-
ring during the five-year period ending on the 
date of such request, between such entity and 
any wholly owned supplier or between such 
entity and any subcontractor: 
(39) provide that the State agency shall bar 
any specified person from participation in the 
program under the Bute plan for the period 
specified by the Secretary, when required by 
him to do so pursuant to section 1320a-7 of 
this title, and provide that no payment may 
be made under the plan with respect to any 
Item or service furnished by such person 
during such period: 
(40) require each health services facility or 
organization which receives payments under 
the plan and of a type for which a uniform 
reporting system has been established under 
section 1320a(a) of this title to make reports 
to the Secretary of information described in 
such section in accordance with the uniform 
reporting system (established under such sec-
tion) for that type of facility or organization; 
(41) provide that whenever a provider of 
services or any other person Is terminated, 
suspended, or otherwise sanctioned or prohib-
ited from participating under the State plan, 
the State agency shall promptly notify the 
Secretary of such action: (42) provide (A) that the records of any 
entity participating in the plan and providing 
•ervlces reimbursable on a cost-related basis 
will be audited as the Secretary determines to 
be necessary to insure that proper payments 
are made under the plan, (B) that such 
audits, for such entities also providing aerv-
toes under subchapter XVIII of this chapter, 
will be coordinated and conducted jointly (to 
•uch extent and In such manner as the Secre-
tary shall prescribe) with audits conducted 
for purposes of such part, and (C) for pay-
ment of such proportion of costs of each such 
oommon audit as Is detennlned under meth-
. ods specified by the Secretary under section 
l*20a-6<a) of this title; (43) If the State plan makes provision for 
payment to a physician for laboratory serv-
ices the performance of which such physician 
Cor any other physician with whom he shares 
his practice) did not personally perform or su-
pervise, Include provision to Insure that pay-
ment under the State plan for such labora-
tory services not exceed the payment author. 
teed for such services by section 1395u(h) of 
this title; and (44) provide for— (A) informing all persons in the State who 
are under the age of 21 and who have been 
determined to be eligible for medical assist-
ance including services described In section 
1396d(aX4XB) of this title, of the availabil-
ity of early and periodic screening, diagnos-
tic, and treatment services as described In 
section 1396d(aX4XB) of this title. (B) providing or arranging for the provl-
aion of such screening services In all cases 
where they are requested, and (C) arranging for (directly or through re-
ferral to appropriate agencies, organiza-
tions, or individuals) corrective treatment 
the need for which Is disclosed by such 
child health screening services. 
Notwithstanding paragraph (5), if on January 
1, 1965, and on the date on which a State sub-
mits its plan for approval under this sub-
chapter, the State agency which administered 
or supervised the administration of the plan of 
such Bute approved under subchapter X of 
this chapter (or subchapter XVI of this chap-
ter, insofar as it relates to the blind) was differ-
ent from the State agency which administered 
or supervised the administration of the State 
plan approved under subchapter I of this chap-
ter (or subchapter XVI of this chapter, Insofar 
as it relates to the aged), the State agency 
which administered or supervised the adminis-
tration of such plan approved under subchapter 
X of this chapter (or subchapter XVI of this 
chapter, Insofar as it relates to the blind) may 
be designated to administer or supervise the ad-
ministration of the portion of the State plan 
for medical assistance which relates to blind in-
dividuals and a different State agency may be 
established or designated to administer or su-
pervise the administration of the rest of the 
State plan for medical assistance; and in such 
case the part of the plan which each such 
agency administers, or the administration of 
which each such agency supervises, shall be re-
garded as a separate plan for purposes of this 
aubchapter (except for purposes of paragraph (10)). For purposes of paragraphs (9XA), (39), (31). and (33), and of section 13961X1X4) of this 
title, the terms "skilled nursing faculty" and 
"nursing home" do not Include a Christian Sci-
ence sanatorium operated, or listed and certi-
fied, by the First Church of Christ, Scientist, 
Boston, Massachusetts. 
For purposes of paragraph (10) any Individual 
who, for the month of August 1972. was eligible 
for or receiving aid or assistance under a State 
plan approved under subchapter I, X, XIV, or 
XVI of this chapter, or part A of subchapter XV 
of this chapter and who for such month was en-
titled to monthly insurance benefits under sub-
chapter XI of this chapter shall for purposes of 
this subchapter only be deemed to be eligible 
for financial aid or assistance for any month 
thereafter If such Individual would have been 
eligible for financial aid or assistance for such 
Month had the Increase In monthly Insurance 
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benefits under aubchapter XI of this chapter re-
gulling from enactment of Public Law 92-336 
not been applicable to such individual. 
The requirement of clause (A) of paragraph (37) with respect to a Bute plan may be waived 
by the Secretary If he finds that the Bute has 
exercised good faith In trying to meet such re-
quirement. (lUrtrovmlbySaortary 
The 8ecretary shall approve any plan which 
fulfills the conditions specified in subsection (a) 
of this section, except that he shall not approve 
any plan which imposes, as a condition of eligi-
bility for medicsJ assistance under the plan— (1) an age requirement of more than 95 
years; or (3) any age requirement which excludes any 
Individual who has not attained the age of 19 
and is a dependent child under part A of sub-
chapter IV of this chapter, 
ISee main edition for text of (3) and (#V (e)] 
(4) Performance of a»dkal or Ititiatkia savttw 
If a Bute contracts with a Professional 
Standards Review Organisation designated. 
conditionally or otherwise, under part B of sub-
chapter XI of this chapter for the performance 
of medical or utilization review functions re-
quired under this subchapter of a Bute plan 
with respect to specific services or providers (or 
services or providers in a geographic area of the 
Bute), such requirements shall be deemed to be 
met for those services or providers (or services 
or providers in that area) by delegation to such 
Organization (or Organizations) under the con-
tract of the Bute's authority to conduct such 
review activities if the contract provides for the 
performance of activities not inconsistent with 
part B of subchapter XI of this chapter and 
provides for such assurances of satisfactory per-
formance by such Organization (or Organiza-
tions) as the Secretary may prescribe, (t) Contifiaad eligibility at tallies determined iaeli-
gible because of iaeome and resoercee or boors 
of work limitations at pUn 
(1) Notwithstanding any other provision of 
this subchapter, effective January 1,1974, each 
Sute plan approved under this subchapter 
must provide that each family which was re-
ceiving aid pursuant to a plan of the Bute ap-
proved under part A of subchapter IV of this 
chapter In at least 9 of the 6 months Immedi-
ately preceding the month In which such 
family became Ineligible for such aid because of 
Increased hours of, or Increased Income from, 
employment, shall, while a member of such 
family Is employed, remain eligible for assist-
ance under the plan approved under this sub-
chapter (as though the family was receiving aid 
under the plan approved under part A of sub-
chapter IV of this chapter) for 4 calendar 
months beginning with the month In which 
such family became Ineligible for aid under the 
plan approved under part A of subchapter IV of 
this chapter because of income and resources or 
hours of work Mm tut ions contained In such 
plan. 
(3XA) In the eaae of an Individual who la en-
titled with a Qualified health maintenance or-
ganization (as defined In title Xm of the 
Public Health Service Act (42 U.S.C. 900e et 
aeq.l) under a contract described In section 
1396b(mK2KA) of this title and who would (but 
for this paragraph) lose eligibility for beneflU 
under this subchapter before the end of the 
minimum enrollment period (defined in subpar-
agraph (B)), the Bute plan may provide, not-
withstanding any other provision of this sub-
chapter, that the individual shall be deemed to 
continue to be eligible for such benefiU until 
the end of such minimum period, but only with 
respect to such benef iU provided to the Individ-
ual as an enrollee of such organization. 
(B) For purposes of subparagraph (A), the 
term "minimum enrollment period" means, 
with respect to an Individual's enrollment with 
a health maintenance organization under a 
Bute plan, a period, established by the Bute, 
of not more than six months beginning on the 
date the individual's enrollment with the orga-
nization becomes effective. 
ISee main edition for text of (/» 
(g) Repealed. Feb. L. 94-499, title DL, 9919(4), Dec 9, 
1990,94 But 9420 
00 Beoealed. Pub h. 97-95, title XXI, 9I179(bXl). 
Aug. 12,1991,96 SUL 999 
(I) Termination of certification for partidaatioB of 
and suspension of Sute payments to skilled aars-
tag facilities and Intermedial* care facilities 
(1) In addition to any other authority tinder 
Bute law, where a Bute determines that a 
skilled nursing facility or intermediate care fa-
cility which is certified for participation under 
IU plan no longer substantially meeU the provi-
aions of section 1395x(J) of this title or section 
1394d(c) of this title, respectively, and further 
determines that the facility's deficiencies— 
(A) immediately Jeopardize the health and 
safety of its patienU, the Bute shall provide 
for the termination of the facility's certifica-
tion for participation under the plan and may 
provide, or 
CB) do not Immediately Jeopardise the 
health and safety of IU patients, the Bute 
may, in lieu of providing for terminating the 
facility's certification for participation under 
the plan, provide 
that no payment will be made under the Bute 
plan with respect to any individual admitted to 
such facility after a date specified by the Bute. (2) The Bute shall not make such a decision 
with respect to a facility until the facility has 
had a reasonable opportunity, following the ini-
tial determination that it no longer substantial-
ly meeU the provisions of section 1995z(J) of 
this title or section 1996d(c) of this title (as the 
ease may be), to correct IU deficiencies, and, 
following this period, has been given reasonable 
notice and opportunity for a hearing. (J) The Bute's decision to deny payment may 
be made effective only after such notice to the 
public and to the facility as may be provided 
for by the Bute, and IU effectiveness shall ter-
minate (A) when the Bute finds that the facili-
ty Is to substantial ootnpUanoe (or is making 
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food faith efforU to achieve substantial oompli-
*nce) with the provisions of aecUon 1395x(J) of 
thli UUe or aection 139$d(c) of thli UUe (as the 
east may be), or (B) in the case described in 
paragraph (1KB), with the end of the eleventh 
month following the month such decision Is 
made effective, whichever occurs first. If a fa-
cility to which clause (B) of the previous sen-
tence applies still falls to substantially meet the 
provisions of the respective section on the date 
specified in such clause, the Bute shall termi-
nate such facility's certification for participa-
tion under the plan effective with the first day 
of the first month following the month speci-
fied in such clause. 
(J) Disposal at iwo i rm for loss tkaa lair market 
valoe 
CD Notwithstanding any other provision of 
this subchapter, an individual who would other-
wise be eligible for medical assistance under the 
State plan approved under this subchapter may 
be denied such assistance If such individual 
would not be eligible for such medical assist-
ance but for the fact that he disposed of re-
sources for less than fair market value. If the 
State plan provides for the denial of such as-
alstJLnce by reason of such disposal of resources, 
the State plan shall specify a procedure for im-
plementing such denial which, except as pro-
vided In paragraph (2), is not more restrictive 
than the procedure specified In section 1382tXc) 
of this UUe. 
(2) In any case where the uncompensated 
value of disposed of resources exceeds $12,000. 
the 8Ute plan may provide for a period of ineli-
gibility which exceeds 24 months. If a State 
plan provides for a period of ineligibility ex-
ceeding 24 months, such plan shall provide for 
the period of ineligibility to bear a reasonable 
relationship to such uncompensated value. 
(I) In any case where an individual is ineligi-
ble for medical assistance under the State plan 
solely because of the applicability to such indi-
vidual of the provisions of section 1382b(c) of 
this UUe. the State plan may provide for the 
eligibility of such individual for medical assist-
ance under the plan if such individual would be 
so eligible if the Bute plan requirements with 
respect to disposal of resources applicable 
under paragraphs (1) and (2) of this subsecUon 
were applied in lieu of the provisions of section 
1282txc) of this UUe. 
CAs amended Oct 26, 1977, Pub. L> 95-142, 
ft|2(aX3). CbXl). NcXl), Kb), (c). 9. l*bX2). 
KXb), 91 SUt. 1176.1176.1193.1195.1204.1207; 
Dec. 13. 1977, Pub. L. 9&-210. I 2(c). 91 B u t 
MSB; Nov. 1,1976. Pub. I* 95-659. 114(aXl), 92 
S U t 2140: June 17. 1960. Pub. L> 96-272. UUe 
m . 1206(c), 94 SUt. 631; Dec 6. 1960. Pub. L. 
§4-499. UUe I X II 902(b), 903(b). 906(a). 912(b). 
•13(c). (d), 914(bXl). 916(bXl). 916(bXl), 
•62(a), 965(b). 94 SUt. 2613. 2615. 2616-2621. 
•624. 2626. 2650. 2652; Dec. 26. 1960. Pub. L. 
•6-611. | 6(b). 94 SUt. 3666; Aug. 13. 1961. Pub. 
L. 97-35. UUe XXI. | | 2106(c). 2113(m), 2171(a). 
Cb). 2172(a). 2173(a). (bXl). 2174(a), 2176(a). 
<dXl), 2176(b). 2161UX2). 2162. 2193(cX9), 96 
• t a t 792, 796,907409,611.914416,926.) 
Karxmawca* m Tkxr 
Section S03(*X4XA) of this UUe. referred to to 
subsec. (SX20XC). was amended generally by Pub. L 
97-35. UUe XXIII. I 2353(aXlXA), Aug. 13. 1961, 9ft 
Stat 671, and as so amended doss not contain els. U) 
and (11). 
The Public Health Service Act referred to In subsec 
<eX2XA). If act July 1. 1944. ch 173. 66 8UL SS2. at 
amended Title XIII of the Public Health Service Act 
Is classified generally to subchapter XI (| 300e et seq.) 
of chapter 6 A of this UUe. For complete Tin til first loo 
of this Act to the Code, see Short Title note set out 
under section 201 of this UUe and Tables. 
AMUMiauum 
mi-6ubsec (aXSXC). Pub. L. 97-35, 
13176(dXlXC). added subpar. (C). 
Subsec. (aXlOXA). Pub. L. 97-45.1 217KSX1). substi-
tuted "lncludln* st least the care and services listed m 
paragraphs (1) through (6) and (17) of section 
13*6d(a) of this UUe. to all individuals receiving aid or 
assistance under any plan of the State approved under 
subchapter t X XTV. or XVI of this chapter, or part 
A or part E of subchapter IV of this chapter (includ-
ing pregnant women deemed by the Bute to be receiv-
ing such aid as authorized by secUon 906(g) of this 
UUe and individuals considered by the State to be re-
ceiving such aid as authorized under section 614(a) of 
this UUe)" for "to all Individuals receiving aid or as-
sistance under any plan of the State approved under 
subchapters I. X XTV, or XVI. or part A of sub-
chapter IV of this chapter". 
Subsec. (aXlOXB). Pub. L. 97-35.12171(aX2). substi-
tuted reference to subparagraph for reference to 
clause in two places. 
Subsec. (aXlOXC). Pub. 1* 97-35.12171(aX3), substi-
tuted provisions relating to plans for medical assist-
ance Included for any group of individuals described m 
section 13»6d(a) of this UUe who are not described m 
subpar. (A) for provisions relating to medical assist-
ance for any group of individuals not described In 
subpar. (A) and who do not meet the income and re* 
sources requirements of the appropriate State plan, or 
the supplementary security income program under 
subchapter XVI of this chapter, as the case may be. as 
determined In accordance with standards prescribed 
by the Secretary with specified exoepUons, 
Subsec (SX10XD). Pub. I* 97-35.12171(aX3). added 
subpar. (D). 
Subsec (sXll). Pub. I* 97-35. I 2193(cXS). substitut-
ed "under or through an allotment under) subchapter 
V of this chapter, (i) providing for utilizing such 
agency. instituUon. or organization in furnishing care 
and services which are available under such sub-
chapter or allotment" for "for part or all of the cost of 
plans or projects under subchapter V of this chapter. (1) providing for utilizing such agency. InstituUon, or 
erganlzaUon in furnishing care and services which are 
available under such plan or project under subchapter 
V of this chapter". 
Subsec. (aXUXA). Pub. X* 97-35. 13171(b). struck 
out former subpar. (A), which provided that a State 
plan must provide for the inclusion of some Institu-
tional and some nonlnsUtuUonal care and service* and 
for the inclusion of home health services for any indi-
vidual who Is snUUed to skilled nursing facility serr-
Pub. L» 97-35. |2173(aXlXB). <C). redesignated 
former subpar. (E) as (A), and In subpar. (A), as so re-
designated, made the subsecUon applicable to hospital 
facilities, added reference to rates which take Into ac-
count the situation of hospitals which serve s dispro-
portionate number of low income paUents with special 
needs and provide. In the ease of hospital paUents re-
ceiving services at an inappropriate level of care under 
oondiUons similar to those described In section 
UMx(vXiXO) of this UUe. for lower reimbursement 
smut reflecting the level of care actually received in a 
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manner consistent with ouch section, i sd substituted 
"safety standards and to assure that Individual* eligi-
ble for medical assistance have reasonable access 
(taxing into account geographic location and reason-
able travel time) to Inpatient hospital services of ade-
tuate quality" for "safety standards". 
Bubsec (eXilxB) Pub L §7-16. 11171(b). struck 
out former subpar (B). which provided that a 8tate 
plan must provide In the case of individuals receiving1 
aid or assistance under any plan of the Bute approved 
vnder subchapter L X XIV, or XVI. or part A of sub-
chapter IV of this chapter, or with respect to whom 
supplement*) security income benefits are being paid 
ander subchapter XVI of this chapter, for the inclu-
sion of at least the care and services listed in para-
graphs (1) through (ft) and (17) of section U96d(a) of 
thia title. 
Pub L §7-15. | JITXaXIXC), redesignated former 
gubpar (P)as(B). 
Bubsec (aX13XC) Pub L §7-95. 11171(b). •truck 
out subpar (C). which provided for care and services 
of individuals not Included in former subpar (B). 
Bubaec (aXllxD) Pub L §7-35. f 1171UX1XA). 
struck out subpar (D). which provided for payment of 
the reasonable cost of inpatient hospital services pro-
Tided under the plan with provisions for determina-
tion of such costs with certain maximum limitations 
and for payment of reasonable cost of inappropriate 
Inpatient services described in subsec (hXi) of this 
section. 
Bubaec (aXlIXE). Pub L §7-15. | HTl(aXlXC). re-
designated former subpar (E)as(A). 
Bubsec (SX13XF) Pub L §7-15. | HTKaXIXC), re-
designated former gubpar (P) as (B) 
Bubsec (aX20XD) Pub L §7-15. 11171(aXl). strack 
out subpar (D) which required provision for methods 
of determining the reasonable cost of institutional 
care of such patients. 
Bubaec (ax23) Pub L §7-15. 11176(a). substituted 
"except as provided in section lt§6n and except in the 
case o f for "except in the ease of , and struck out 
provision that a State plan shall not be deemed to be 
out of compliance with the requirements of thia para-
graph or pars (1) and (10) of this subsection solely by 
reason of the fact that the Bute or any political subdi-
vision thereof has entered into a contract with an or-
ganization which has agreed to provide care and serv-
ices in addition to those offered under the Bute plan 
to Individuals eligible for medical assistance who 
reside in the geographic area served by such organisa-
tion and who elect to obtain such care and services 
from such organisation, or by reason of the fact that 
the plan provides for payment for rural health clinic 
services only if those services are provided by a rural 
health clinic 
Bubaec UX1SXC) Pub L §7-15. 11112. substituted 
"of the Individual and where the amount of reim-
bursement the Bute can reasonably expect to recover 
axeeeda the costs of such recovery, the Bute" for "of 
the Individual, the BUU". 
Bubaec (axlO) Pub L §7-15. 11174(a). substituted 
•that paymenU are consistent*' for "that paymenU 
(Including paymenU for any drugs provided under the 
plan) are not In excess of reasonable eharges consist-
ssir. 
Bubaec (aXlw) Pub L §7-15. | HOfce), substituted 
•person" for "individual" In two places 
Bubaec UX44). Pub. L §7-45. | Ull(aXlXC). added 
Bar. (44). 
Bubaec CbXl). Pub U §7-15. 11171(a), substituted 
••any age requirement which excludes any Individual 
who has not attained the age of It and Is a dependent 
fiOld under part A of subchapter IV of this chapter,** 
lor "effective July 1,1§67, any age requirement which 
excludes any Individual who has not attained the age 
§111 and Is or would, exoept for the provisions of sec-
ttoo §06<axl) of this title, be a dependent child under 
part A of subchapter XV of this chapter, or*'. 
Bubsec <d). Pub. 1» Vl-U, | l l l * m ) . added aubeec 
4dX 
Bubaec (e) Pub L. §7-15.1117Kb). designated exist-
log provisions as par. (1), and added par (1). 
Bubaec (h) Pub U §7-15. |217KbXl). repealed 
aubsec (h). which related to skilled nursing and inter-
mediate care facility services, 
1960-Subsec (sMUXB). Pub L. §6-499, |9*ft(bXl), 
substituted "paragraphs (1) through (ft) and (17)** for 
"clauses (1) through (5)". 
Bubsec (aXHXCXi) Pub 1* 96-499. I §6KbXl), sub-
stituted "paragraphs (1) through (ft) and (17r lor 
"clauses (1) through (ft)**. 
Bubsec (aXllxCXU) Pub 1* 96-499. |§6ft(bXI). 
substituted "paragraphs numbered (1) through (17r 
for "clauses numbered (1) through (1ft)". 
Bubaec (aXISxD) Pub L> §0-419, |§02<bXl), desig-
nated existing provision! as cl (I) and added cl (11). 
6ubaec UX13XDX1) Pub I* §4-409. ||§01(b), 
§05(s), Inserted "(except where the Bute agency Is 
subject to an order under section 1196m of this title)** 
following "payment" and ". except that In the case of 
hospitals reimbursed for services under part A of sub-
chapter XVI11 of this chapter in accordance with sec-
tion 1395f(bX3) of this title, the plan must provide for 
payment of Inpatient hospital services provided In 
such hospital* under the plan in accordance with the 
reimbursement system used under such section" fol-
lowing "subchapter XVIII of this chapter". 
Bubsec (ax 13HE) Pub L. §0-499. 1905(a). inserted 
-(except where the Bute agency Is subject to an order 
under section 1396m of thii title)". 
Pub L- 96-499.1962(a). substituted provisions which 
required a Bute plan for medical assistance to provide 
for payment of skilled nursing facility and intermedi-
ate care facility services provided under such plan 
through the use of rates determined In accordance 
with method* and standards developed by the Bute 
rather than on a reasonable cost related basis, re-
quired the filing of uniform cost reports by each facili-
ty, and roQuired periodic audiU of such reports by the 
BUU 
Bubsec (aXMXAXl). Pub L. §6-499. | §6*bX4). sub-
stituted "paragraphs (1) through (ft). (7). and (17)*' for 
"clauses (1) through (5) and (7)". 
Bubaec UX33XB) Pub L §*-499, | ftlKbXIXB). In-
serted exception authorizing the Secretary where 
there was cause to question the adequacy of participa-
tion deUrminations to make independent determina-
tions concerning the extent to which Individual Insti-
tutions and agencies met the requlremenU for partici-
pation. 
Bubsec (aX15) Pub 1* §6-499. |§lKb). substituted 
"disclosing entity (as defined In section 1130a-l(aXl) 
of this title)" for "inUrmedlaU care facility". 
Bubsec UX39) Pub U §6-499. | 913(c). substituted 
provisions requiring that BUU plans for medical as-
sistance authorise the 6 u u agency to bar specified in-
dividuals from participation in the program under the 
Bute plan when required by the Secretary to do so 
pursuant to section 1320a-7 of thia title for provisions 
requiring that BUU plans for medical assistance pro-
vide for the suspension of physicians or other Individ-
uals from participation In the BUU plan upon notifi-
cation by the Secretary that such physician or other 
Individual had been suspended from participaUoo In 
the plan under subchapUr XVIII of thia chapter. 
Bubaec (aX41) Pub L. §6-172 added par (41). 
Bubaec UX4J). pub 1* §6-499. |§l4(bXU tddad 
par (41). 
Bubaec UX41). Pub. L. §1-499. | §lKbXlXCX added 
par. (43). 
Bubsec (|) hib L §6-499. |91Kd). struct wot 
aubeec (g). which related to the waiver of suspension 
of paymenU to physicians or practitioners suspended 
from participation In approved BUU plana. 
Bubsec (h). Pub 1* §6-199. | §0*bXl). added subsec (h) 
Bubsec (i). Pub. IV §6-419. |§lKbXlXA). tddad 
aubeec (1). 
Bubsec (JX Pub. I» §6-611 added subsec (JX 
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ma-aubote. <aX4XC). Pub. L. t*-*39 added el (C). 
1977-Subsec (aXUXF), Pub. U 06-210, |2(cXi), 
added subpar. (P). 
Subsec (aX23). Pub. L 99-110. I ticXI), added ". or 
by reason of the fact that the plan provide! for pay-
ment for rural health clinic services only if those serv-
ices are provided by a rural health clinic" following 
"who elect to obtain such oare and services from such 
ergmndsmUon**. 
6ubsec. ( a x m Pub. L 95-142. | KXb). added provi-
aion relating to staff of skilled nursint faclliUes. 
Subsec. UX27XB). Pub. L. 06-142. | 9, added "or the 
Secretary" following "State atency" wherever appear-
ing therein. 
Subsec. (aX32) Pub. L. tt-142. | *aX3). substituted 
provisions relating to terms, conditions, etc., for pay-
ments under an assignment or power of attorney, for 
provisions relating to terms, conditions, etc., for pay-
ments to anyone other than the individual receiving 
any care or service provided by a physician, dentist, or 
other individual practitioner, or such physician, den-
tist, or practitioner. 
Subsec. (aX35). Pub. L. 95-142. IXcXIXA). substi-
tuted provisions relating to requirement* for interme-
diate care facilities to comply with section 1320s-3 of 
this title for provisions relsting to disclosure require-
ments, effective Jan. 1, 1973. applicable to intermedi-
ate care facilities with respect to ownership, corporate, 
status, etc 
Subsec <aX37). Pub. L. t9-142. |J2<bXlXC). 
•VcXlXC), 7(bXl), added subsec (aX37) and made and 
•truck out minor changes in phraseology, necessitat-
ing no changes in text. 
Subsec. (SK38). Pub. L, 95-142. II KcXIXD). 7(bX2), 
l*bX2XA). added par. (38) and made and struck out 
minor changes in phraseology necessitating no 
changes in text. 
Subsec <aX39). Pub. L. #6-141. ||7(bX3). 
l*bX2KB). added par. (19). 
Subsec <aX40). Pub. L> 9*-141, I !9<bX2XC). added 
par. (40). 
Subsec (a), foil par. (40). Pub. L. 95-14*. 
I KbXIXD) added paragraph relating to waiver of re-
quirement of clause (A) of par. (37). 
Subsec (g). Pub. U P5-142. 17(c), added subsec (g). 
sfrraiiiii Dan or 1981 Asajrosoorr 
Amendment by section 2113(m) of Pub. L. 97-15 ap-
plicable to agreements with Professional Standards 
Review Organizations entered into on or after Oct. 1, 
1981. see section 2U3(o) of Pub. L. 97-35. set out as an 
Effective Date of 1981 Amendment note under section 
1320c of this UUe. 
Section 217KO of Pub. L. 97-45 provided that: "The 
amendments made by this section (amending subsec 
CaXlO) and repealing subsec. (axlSXA). (B). and (C) of 
this section) shall become effective on the date of the 
enactment of this Act (Aug. 13.1981)." 
Section 2172(c) of Pub. U 97-35 provided that 'The 
amendments made by this section (amending subsec 
(bX2) of this section and section 1390d(aXi), (ii) of this 
UUe) ahall become effective on the date of the enacV 
ment of this Act (Aug 13.1981)/' 
Section 2173(bX2) of Pub. L. 97-15 provided that 
"The amendment made by paragraph (1) (repealing 
tubsec (h) of this section) shall not apply with respect 
to services furnished before the date the Secretary of 
Health and Human Services first promulgates and has 
in affect final regulaUons (on an interim or other 
basis) to carry out section 1902(aX19XA) of the Social 
Security Act (as amended by this tubUUe) Uubsec 
UX13XA) of this section)." 
Section 2174(c) of Pub. U 97-85 provided that: -The 
amendments made by this section (amending subsec 
(aX30) of this section and section 1396b<!) of this UUe) 
•bail apply to aervloss furnished on or after October 1. 
m i . " 
Section 317KdX3) of Pub. L. t7-W provided that 
~CA) The amendments made by paragraph (1) 
tadding subsec UX9XC) of this section] shall (except 
as provided under subparagraph (B)) be effective with 
respect to payments under UUe XIX of the Social Se-
curity Act (this subchapter) for calendar quarters be-
ginning on or after October 1,1981. 
"(B) In the case of a State plan for medical assist-
ance under UUe XIX of the Social Security Act (Uus 
subchapter) which the Secretary of Health and 
Human Services determines requires State legislation 
In order for the plan to meet the additional require-
ment Imposed by the amendment made by paragraph 
(IXC) (subsec. (SX9XC) of this section), the State plan 
ahall not be regarded as failing to comply with the re-
quirements of such UUe solely on the basis of its fail-
ure to meet this additional requirement before the 
first day of the first calendar year beginning after the 
close of the first regular session of the State legisla-
ture that begins after the date of the enactment of 
this Act CAut. 13.1981).-
Section 2178<c) of Pub. L. 97-35 provided that The 
amendments made by this section (amending subsec 
(e) of this section and section 1396b<mXlXA), (2XA), 
(D) of this UUe) shall apply with respect to services 
furnished, under a State plan approved under UUe 
XIX of the Social Security Act (this subchapter), on 
or after October 1,1981; except that such amendments 
ahall not apply with respect to services furnished by a 
health maintenance organization under a contract 
with a State entered into under such UUe before Octo-
ber 1. 1981 unless the organization requests that such 
amendments apply and the Secretary of Health and 
Human Services and the single State agency (adminis-
tering or supervising the administraUon of the State 
plan under such UUe) agree to such request/' 
Amendment by section 2181(aX2) of Pub. L. 97-18 
effective Oct. 1, 1981. see secUon 2181(b) of Pub. L 
97-35, set out as an Effective Date of 1981 Amendment 
note under section 803 of this UUe. 
For effective date, savings, and transitional provi-
aions relating to amendment by secUon 2193(cX9) of 
Pub. L. 97-35, see secUon 2194 of Pub. I* 97-18, get out 
AS a note under secUon 701 of this UUe. 
Ef f imia Dan or 1980 Asmnsmajir 
Amendment by section 902(b) of Pub. L. 98-4 W. ef-
fective on the date on which final regrulaUons to Im-
plement the amendment are first Issued, see section 
902(c) of Pub. L. 95-499. set out as an Effective Date 
of 1980 Amendment note under section 1320c-7 of this 
UUe. 
SecUon 914(bX2) of Pub. L. 96-499 provided that 
"(A) The amendments made by paragraph (1) ten-
acting subsec. (aX42) of this secUon) shall (except as 
provided under subparagraph (B)) apply to medical as-
sistance provided, under a State plan approved under 
UUe XIX of the Social Security Act (this subchapter). 
on and after the first day of the first calendar quarter 
beginning more than 30 days after the date of the en-
actment of this Act (Dec. 8.19801. 
-(B) In the ease of a State plan for medical assist-
ance under UUe XIX of the Social Security Act which 
the Secretary determines requires Slat* tegislaUon In 
order for the plan to meet the addiUonal requirements 
Imposed by the amendments made by paragraph (U 
the Bute plan ahall not be retarded as failing to 
comply with the requirements of such UUe solely on 
the basis of Its failure to meet these addiUonal re-
quirement* before the first day of the first oalendar 
quarter beginning after the close of the first regular 
session of the 8tate legislature that begin* after the 
date of the enactment of this Act" 
Section 918(bX2) of Pub. L. 96-499 provided that 
M(A) The amendments made by paragraph (1) (en-
acting subsec. (aX43) of this section) ahall (txoept as 
Otherwise provided In subparagraph (B)> apply to 
medical assistance provided, under a State plan ap-
proved under UUe XIX of the Social Security Act 
(this subchapter], on and after the first day of the 
first oalendar quarter that bogins more than six 
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ssocthi ofttr Ibt date of the enactment of this Act 
(Dec 1,1000). 
-(B) In the cote of o Bute plan for medical asetst-
gne* under UUe XIX of the Social Security Act which 
the Secretary of Health and Human Service* deter-
mines requires SUte legislation ID order for the plan 
to meet the addition*] requirement* imposed by the 
amendmenU made by paragraph (1), the State plan 
thai! not be regarded as failing to comply with the re-
quirement! of such UUe aolely on the bail* of IU fall-
ore to meet these additional requlremenU before the 
first day of the first calendar Quarter beginning after 
**The close of the flnt regular session of the State legis-
lature that begin* after the date of the enactment of 
thlf Act." 
Section 963(b) of Pub L 94-499 provided that: "The 
amendment made by gubaection (a) (amending gubaec 
(exlSXE) of thif oection] ahall become effective on 
October 1.1W0.M 
Section 965(c) of Pub. L 96-499 provided that 
-(1) The amendmenU made by thla section (amend-
tog section* 1396a and 1396d of this UUe) ahall (except 
at provided under paragraph (2)) be effective with re-
spect to payment! under UUe XIX of the Social Secu-
rity Act Ithii subchapter] for calendar quarters begin-
ning more than one hundred and twenty days after 
the date of the enactment of this Act (Dec 6, I960]. 
-(3) In the case of a State plan for medical assist-
ance under UUe XIX of the 8ocial Security Act which 
the Secretary of Health and Human Services deter-
mines require* State legislation in order for the plan 
to meet the additional requirements Imposed by the 
amendments made by this section, the 8tate plan shall 
not be regarded as falling to comply with the requlre-
menU of such UUe aolely on the basis of lu failure to 
meet these eddlUonal requlremenU before the first 
way of the first calendar quarter beginning after the 
dose of the first regular seaalon of the State legisla-
ture that begins after the date of the enactment of 
thtoAct" 
Erraum Daw or 1979 AnumatuiT 
Section 14(eX3) of Pub. L 95-55* provided that 
"(A) Except as provided In subparagraph (B), the 
amendmenU made by paragraph (1) (enacting subaec 
UX4XC) of thii secUon] shall take effect one hundred 
and eighty days after the date of the enactment of 
thi« Act (Nov. 1,1978). 
"(B) In the case of a State plan for medical assist-
ance under UUe XIX of the Social Security Act (this 
subchapter] which the Secretary determines requires 
SUte legislaUon in order for the plan to meet the re-
quirement added by the amendmenU made by para-
graph (1). such amendmenU ahall not apply with re-
spect to such SUte plan before ninety days after the 
dose of the first regular session of the Sute legisla-
ture that begins after the date of the enactment of 
thii Act (Nov. 1. WSJ." 
Eirauiifs Dan or 1977 AMawsaonvrs 
Amendment of subset, (axilXP) and (99) by Pub. L 
99-310 applicable to medical asaigtsnee provided, 
vnder a State plan approved under subchapter XXX of 
this chapter, en and after the first day of the first cal-
endar quarter that begins more than six months after 
Dae 19,1977, with excepUon for plans requiring SUte 
lagialaUon, see section 9(f) of Pub. L 96-210. set out as 
an Effective Date of 1977 Amendment Bote under soc-
ttonl295oc of thfc title. 
Amendment of subaec <eX33) by section KaX9) of 
Pub. I* 99-143 applicable with respect to ears and serv-
ices furnished on or after Oct 19. 1977. see section 
ftaX4) of Pub. L 99-143. set out as an Effective Date 
a* 1977 Amendment note tender section 1996g of this 
•ttk. 
Amendment of eubsec UXtt) and (99) by section 
•(exi) of Pub I* 99-143 effective Jan. 1,1979. see sec-
Uon 9(e) of Pub. I* 99-143. set out as an Effective Date 
noU under section U90a-9 of this UUe. 
Section KbX3) of Pub. L. 99-143 provided that: -The 
amendmenU made by paragraph (1) (adding par. (97) 
and a new unnumbered paragraph at the end of 
eubsec. (a)] shall apply to calendar quarters beginning 
on and after July 1. 1979. with respect to SUte plans 
approved under UUe XIX of the Social Security Act 
(subchapter XIX of thla chapter]." 
Section 7(eX3) of Pub. L. 99-143 provided that "The 
amendment made by subsection (b) (adding subaec 
(aX39) of this secUon) ahall become effective on Janu-
ary 1.1979." 
SecUon 19XcX3) of Pub. I* 99-143 provided that 
"(A) The amendmenU made by subeecUon (b) 
(adding subaec. (aX40) of this section and amending 
secUon 1395x<vXlXF) of this UUe] shall apply with re-
spect to operations of a hospital, skilled nursing facili-
ty, or intermediate care facility, on and after the first 
day of IU first fiscal year which begins after the end 
of the six-month period beginning on the date a uni-
form reporting system U esUbllshed (under section 
1131(a) of the Social Security Act) (secUon 1330a(a) of 
this UUe] for that type of health services facility. 
"(B) The amendmenU made by gubaection (b) 
(adding subsec. (aX40) of this secUon and amending 
section 139Sx(vXlXF) of this UUe] shall apply, with 
respect to the operation of a health services facility or 
organisation which is neither a hospital, a skilled 
nursing facility, nor an Intermediate care facility, on 
and after the first day of IU first fiscal year which 
begins after such date as the Secretary of Health, 
Education, and Welfare determines to be appropriate 
for the implemenUUon of the reporting requirement, 
for that type of facility or organization. 
M(C) Except as provided in subparagraphs (A) and 
(B). the amendmenU made by subsection (bX3) 
(adding subaec. (aX40) of this secUon] ahall apply. 
with respect to SUte plans approved under UUe XXX 
of the Social Security Act (this subchapter], on and 
after October 1,1977." 
Amendment of subaec (aX36) by section 90(b) of 
Pub. L. 95-143 effective on Oct 1.1977. and the Secre-
tary to adjust paymenu made to SUtes under section 
1396b of this UUe to reflect such amendment aee sec-
Uon 20(c) of Pub. L. 99-143. set out as an Effective 
Date of 1977 Amendment noU under section 1999b of 
ibis UUe. 
E M a n n a D a n or 1973 Anumstaur 
Section 933(c) of Pub. L. 93-903 provided that T h e 
amendmenU made by this secUon (amending former 
secUon 705 of thii UUe and secUon 1396e(aX13XD) of 
this UUe] ahall be effecUve July 1.1973 (or earlier if 
the Sute plan so provides).** 
Section 339(d) of Pub. L. 93-403 provided that T h e 
amendmenU made by this section (amending former 
section 705 of this UUe and amending secUon 1996a(a) 
of this UUe] shall be effecUve January 1.1972 (or ear-
ner If the SUte plan so provides)." 
Tasjrara or Powcnosrs 
Functions, powers, and duties of Secretary of Health 
and Human Services under subsec (aX4XA) of thii 
secUon, insofar as relates to the prescripUon of per-
sonnel standard* on a merit basis, transferred to 
Office of Personnel ldanagement, sse section 
471* a XIXD) of thii UUe. 
BvsxoATioii awe STVOY or Haaaows roe Ttaatnunow 
BT Haoicam BsancnciAaras or Ijiwuigwrr » 
•SALTS stanrrawAVCi OeoarouTicers 
Section 2179(d) of Pub. L. 97-29 provided that "Tne 
Secretary of Health and Human Services ahall eon-
Suet a study evaluating the extent of. and reasons for. 
the terminaUon by medicaid beneficiaries of their 
memberships in health maintenance organiaaUona In 
oonducting such study, the Secretary ahall place spe-
cial snphaali on the quanUty and quality of medical 
ware provided In health maintenance organiaeuons 
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and the quality of such eare when provided oo a fee-
for-service basis. The Secretary shall submit an inter* 
fen report to the Congress, within two years after the 
date of the enactment of this Act [Aut. II. 1981). and 
a final report within five years from such date eon-
talnlns. respectively, the interim and final findings 
and conclusions made as a sasult of such study." 
OoMTDronro IIXDICAXB EUOXBXUTY POS Coram 
Hacxraorrs or Vrrauju' A&MiirunnuTiov Psasiovs 
Section IlCXbXl) of Pub. L 09-372 prorided that: 
-(A) For purposes of section 1902<sX10XA> of the 
Social Security Act [subeec (aXlOKA) of this section], 
arty individual who. prior to the date of enactment of 
this Act [June 17. 19S01 and for the month of Decem-
ber 1978. was eligible for and received aid or assistance 
under a 8ut* plan approved under title 1. X, XTV. or 
XVI. or part A of UUe IV of such Act (subchapter I. X. 
XTV, or XVI. or part A of subchapter IV of this chap-
ter], or was eligible for and received supplemental se-
curity Income benefits under title XVI of such Act 
Uubchapter XVI of this chapter] (or a supplementary 
payment described in section 13(c) of Public Law 
•3-233) Cset out ss s note under thii section] and was 
also in receipt of (or was s dependent, for purposes of 
ehapter IS of UUe SS. United 8tates Code, as in effect 
on December SI. 1978. of an Individual In receipt of) 
pension from the Veterans' Administration for the 
month of December 1S78 shall (subject to subpara-
graph (B)) be deemed to have been receiving such aid. 
assistance, supplemental security income, or supple-
mentary payment, for each calendar month thereafter 
(prior to the month in which the provisions of this 
subparagraph cease to be effective with respect to him 
at determined under subparagraph (B)), if such indi-
vidual would have been eligible therefor in December 
1S78 and in the month in which the provisions of this 
subparagraph cease to be effective with respect to him 
as determined under subparagraph (B) had the in-
crease in Income of such Individual (or of the family of 
which such individual ii a member), attributable to an 
election (made by such individual or another member 
of such individual's family) under section 106 of the 
Veterans' and Survivors' Pension Improvement Act of 
1*78 [Pub V 9S-5SS. set out as a note under section 
121 of TlUe SS. Veterans' Benefits], not occurred. 
**(BX1) The provisions of subparagraph (A) shall 
take effect on January 1. 1979. and shall cease to be 
affective, in the case of any individual, for and after 
the first calendar month beginning more than 10 days 
after an 'informed election' (as defined in subdivision 
(ii) of this subparagraph) has been made by such Indi-
vidual (or. if such individual is not eligible to make 
such an election, by a member of such individual's 
family who is eligible to make such an election which 
affects such Individual's eligibility for aid. assistance. 
or benefits under a plan or program referred to in sub-
paragraph (A)). 
-(11) The term Informed election' means an election 
made under section 106 of the Veterans' and Survi-
vors* Pension Improvement Act of 197S fPub. I* 
99-999. set out AS a note under section 921 of TlUe 99] 
lor a reaffirmation of such an election which previous-
ly was made under such section 906) after the date of 
aompliance by the Administrator of Veterans' Affairs 
Cherelnafter In this section rtStrrtd to as the 'Admin-
istrator') with the provisions of paragraph (2XA) with 
respect to the individual concerned. An Individual who 
fails, within the time limits prescribed In paragraph 
C9XB). to disaffirm an election previously made by 
auch Individual under such section 906 shall be 
tjeemed. for purposes of this section and auch section 
906. to have reaffirmed such ejection." 
flKTiov stmaa&ft to at O m flacnows 
This section Is referred to to sections 900e~17. 909. 
1219. 1920a-?a. 1920C-7. 19921. 199ftv. I999cc. 1999U. 
1996b. 1296d, 1996s. U961 **•*&, 6799 of this UUe. 
11996b. Parmeat to Stales 
(a) Cowiawtatioa ef ssaowat 
From the sums appropriated therefor, the 
Secretary (except as otherwise provided in this 
aection) shall pay to each State which has a 
plan approved under this subchapter, for each 
quarter, beginning with the quarter commenc-
ing January 1,1966— 
(1) an amount equal to the Federal medical 
assistance percentage (as defined in aection 
1396d(b) of this title, subject to subsections 
(g), (h), and (J) of this aection) of the total 
amount expended during auch quarter as 
medical assistance under the 6tate plan (in-
eluding expenditures for premiums under 
part B of subchapter XVIII of this chapter, 
for individuals who are eligible for medical as-
sistance under the plan and (A) are receiving 
aid or assistance under any plan of the State 
approved under subchapter I, X. XTV, or XVI, 
or part A of subchapter IV, or with respect to 
whom supplemental security income benefits 
are being paid under subchapter XVI of this 
chapter, or (B) with respect to whom there Is 
being paid a State supplementary payment 
and are eligible for medical assistance equal 
in amount, duration, and scope to the medical 
assistance made available to individuals de-
acribed in section 1396a(aX10XA) of this UUe. 
and, except in the case of individuals sixty-
five years of age or older and disabled Individ-
uals entitled to hospital insurance benefits 
under subchapter XVIII of this chapter who 
are not enrolled under part B of subchapter 
XVIII of this chapter, other insurance premi-
ums for medical or any other type of remedial 
care or the coat thereof; plus 
[See main edition for text o/(2)J 
(2) an amount equal to— 
ISee main edition for text o /U) ] 
CB) 75 per centum of so much of the sums 
expended during such quarter as are attrib-
utable to the operation of systems (whether 
auch systems are operated directly by the 
State or by another person under a contract 
with the State) of the type described in sub-
paragraph (AXi) (whether or not designed, 
developed, or installed with assistance 
under auch subparagraph) which are ap-
proved by the Secretary and which include 
provision for prompt written noUce to each 
individual who is furnished services covered 
by the plan, or to each individual in a 
sample group of Individuals who are fur-
nished such services, of the specific services 
(other than confidential services) so cov-
ered, the name of the person or persons fur-
nishing the services, the date or dates on 
which the services were furnished, and the 
amount of the payment or payments made 
under the plan on account of the services; 
and 
CO 15 per centum of the sums expended 
with respect to costs Incurred during such 
quarter (as found necessary by the Secre-
tary for the proper and efficient adminis-
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Ef iamit DATI or 1994 AauDfseflDfT 
Amendment by Pub. L 91-169 applicable to Kerns 
and services furnished on or after July IS, 1964, tee 
aectlon 2321(g) of Pub. L 99-269. let out y i note 
under aectlon 139Sf of this UUe. 
EmcTtTi DATI or 1977 AMamttan 
Amendment by Pub. L #5-142 applicable with re-
spect to durable medical equipment purchased or 
rented on or after Oct. 1. 1977. aee aectlon 16<b) of 
Pub. L §5-142, act out aa a note under aectlon 1195/ of 
this title. 
Krramii Dan 
Section applicable only with reaped to Kerns pur-
chased liter Dec. 21.1967, aee section 112(c) of Pub. L 
90-248. aet out as an Effective Date of 1993 Amend-
ment note under aectlon 12951 of this title. 
SUBCHAPTER XIX—GRANTS TO STATES 
FOR MEDICAL ASSISTANCE PROGRAMS 
SuacxArm RJETDUUD TO ot Oram Bul l oars 
This subchapter la referred to In eections 142b, 
954al. 954b. 254c. 264e. 254h, 954n. 900e. 900e-9. 
900m-6. 300x-4, 100z-5. 902. 903. 906. 614. 932a. 952, 
971. §72. 973. 705. 709. 1301. 1306. 1308. 1309. 1310. 
1315. 1316. 1318. 13201-1. 1320a-2. 13201-3. 1320a-5, 
13201-7. 13201-7A, 1320a-S. 1320b-2. 1320b-3. 1320b-4. 
1320D-5. 1320b-7. 13 20c-2. 13 20c-10. 1382. 1382g. 
1382h. 13821. 1383c. 1395b-l, 1395v. 1395x. 1395y. 
1395i. 1395CC. 1395mm. 1395tt. 1395w. 1395ww. 1997. 
9013. 2026. 3035b. 9024. 9624 of this title; title 7 eec-
tions 2026. 3176; title 9 aectlon 1522. title 10 aectlon 
1079. title 12 section* 1715*. 1715&-7; title 25 aectlon 
1922; title 26 aectlon 6103. title 96 aectlons 622.4106. 
91196. Approprislsos* 
For the purpoae of enabling each State, aa far 
as practicable under the conditions in auch 
8tate. to furnish (1) medical assistance on 
behalf of families with dependent children and 
of aged, blind, or disabled individuals, whose 
income and resources are insufficient to meet 
the costs of necessary medical aenrices. and (2) 
rehabilitation and other services to help auch 
families and individuals attain or retain capa-
bility for independence or self-care, there is 
hereby authorized to be appropriated for each 
fiscal year a sum sufficient to carry out the 
purposes of this subchapter. The sums made 
available under this aectlon ahall be used for 
making payments to 8tates which have submit-
ted, and had approved by the Secretary. Bute 
plans for medical assistance. 
(Aug 14. 1935. eh. 991. title XIX, 11901, aa 
added July 90. 1965. Pub. L. 99-97, title 2. 
1121(a), 79 Stat. 943. and amended Dec. 91. 
2973. Pub. L. 93-233. |13<aXl), 97 Stat. 990; 
July 19, 1994. Pub. 2* 99-399. div. B. title VI. 
13*930X3X0,99 Stat. 2171.) 
1994-Pub. L 99-999 struck out "Health, ttucaUon. 
and Welfare" after "Secretary". 
aVracim DATI or 1994 AsfawMOEwr 
Amendment by Pub. L 99-999 effective July 16. 
1994. but not to be construed as changing or affecting 
any riant, liability, status, or interpretation which ex-
iated (under the provisions of lav involved) before 
that date, aee aectlon 2994(b) of Pub. L 99-999. set out 
as a note under section 401 of this title. 
91996a. State plana for aaedkal assistance 
(a) Contents 
A State plan for medical ass 1 stance must— 
(See main edition for tat of it) to CI)] 
(9) provide— (A) that the State health agency, or other 
appropriate State medical agency (whichev-
er is utilized by the Secretary for the pur-
pose specified In the first sentence of aec-
tlon 1395aa(a) of this title), shall be respon-
sible for establishing and maintaining 
health atandards for private or public insti-
tutions in which recipients of medical as-
sistance under the plan may receive care or 
aervices, (B) for the establishment or designation 
of a State authority or authorities which 
shall be responsible for establishing and 
maintaining standards, other than those re-
lating to health, for auch institutions, and (C) that any laboratory aervices paid for 
under such plan must be provided by a labo-
ratory which meets the applicable require-
ments of section 1395x(e)<9) of this title or 
paragraphs (11) and (12) of section 1395x(s) 
of this title, or, in the case of a laboratory 
which is in a rural health clinic, of section 
1395x(aa)(2XO) of this UUe; 
(10) provide— (A) for making medical assistance avail-
able, including at least the care and services 
listed in paragraphs (1) through (5) and (17) of section 1396d(a) of this UUe, t o -(i) all individuals— (I) who are receiving aid or assistance 
under any plan of the 8tate approved 
under subchapter I, X, XIV, or XVI of 
this chapter, or part A or part E of sub-
chapter IV of this chapter (including in-
dividuals eligible under this subchapter 
by reason of section 602(aX37) or 906(h) 
of this title, or considered by the Bute 
to be receiving such aid as authorised 
under section 914(g) of this UUe), 
(II) with respect to whom supplemen-
tal security income benefits are being 
paid under subchapter XVI of this 
chapter, or (III) who are qualified pregnant 
women or children as defined in aecUon 
2399d(n) of this UUe; 
ISee main edition for text of (41), (B) to (2» and 
dosing provision*; ill) and (12)1 
(13) provide— (A) for payment (except where the State 
agency is subject to an order under section 
1396m of this Utlt) of the hospital, sillied 
nursing facility, and intermediate care facil-
ity aervices provided under the plan 
through the use of rates (determined in ac-
cordance with methods and standards devel-
oped by the 6tate and which, in the case of 
hospitals, take into account the situation of 
hospitals which serve a disproportionate 
number of low income patients with special 
needs and provide, in the case of hospital 
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patients receiving services at an Inappropri-
ate level of care (under conditions similar to 
those described in section 1395x(vXlXO) of 
this title), for lower reimbursement rates re-
flecting the level of care actually received (in a manner consistent with section 
1395X(VX1XO) of this title)) which the 
State finds, and makes assurances satisfac-
tory to the Secretary, are reasonable and 
adequate to meet the costs which must be 
Incurred by efficiently and economically op-
erated facilities In order to provide care and 
services in conformity with applicable State 
and Federal laws, regulations, and quality 
and safety standards and to assure that in-
dividuals eligible for medical assistance 
have reasonable access (taking into account 
geographic location and reasonable travel 
time) to inpatient hospital services of ade-
quate Quality; and such State makes further 
assurances, satisfactory to the Secretary, 
for the filing of uniform cost reports by 
each hospital, skilled nursing facility, and 
intermediate care facility and periodic 
audits by the State of such reports; 
(B) that the State shall provide assur-
ances satisfactory to the Secretary that the 
payment methodology utilized by the State 
for payments to hospitals, skilled nursing 
facilities, and intermediate care facilities 
can reasonably be expected not to increase 
such payments, solely as a result of a 
change of ownership, in excess of the in-
crease which would result from the applica-
tion of section 1395x(vXlXO) of this title; 
and (C) for payment for services described in 
section 1396d(a)(2XB) of this title provided 
by a rural health clinic under the plan of 
100 percent of costs which are reasonable 
and related to the cost of furnishing such 
services or based on such other tests of rea-
sonableness, as the Secretary may prescribe 
in regulations under section 1395/(aX3) of 
this title, or. in the case of services to which 
those regulations do not apply, on such 
tests of reasonableness as the Secretary 
may prescribe in regulations under this sub-
paragraph; 
ISee main edition for Uxt of (14) to (if)) 
itO) U the Bute plan includes medical as-
sistance in behalf of individuals 65 years of 
age or older who are patients in institutions 
for mental diseases 
tSee main edition for Uxt of U>] 
CB) provide for an individual plan for each 
such patient to assure that the institutional 
care provided to him is in his best interests, 
Including, to that end, assurances that 
there will be initial and periodic review of 
his medical and other needs, that he will be 
given appropriate medical treatment within 
the institution, and that there will be a 
periodic determination of his need for con-
tinued treatment in the institution; and 
CO provide for the development of alter-
nate plans of care, making maximum utili-
sation of available resources, for recipient* 
65 years of age or older who would other-
wise need care in such institutions, includ-
ing appropriate medical treatment and 
other aid or assistance; for services referred 
to in section 303(sX4XAXl) and (ii) or sec-
tion 13B3(a)(4XA)(i) and (ii) of this title 
which are appropriate for such recipients 
and for such patients; and for methods of 
administration necessary to assure that the 
responsibilities of the Bute agency under 
the State plan with respect to such recipi-
ents and such patients will be effectively 
carried out; 
ISee main edition for text of (21) to (25)1 
(26) if the Bute plan includes medical as-
sistance for inpatient mental hospital serv-
ices, provide— (A) with respect to each patient receiving 
such services, for a regular program of med-
ical review (including medical evaluation) of 
his need for such services, and for a written 
plan of care; (B) for periodic inspections to be made in 
all mental institutions within the Bute by 
one or more medical review teams (com-
posed of physicians and other appropriate 
health and social service personnel) of the 
care being provided to each person receiving 
medical assistance, including (i) the adequa-
cy of the services available to meet his cur-
rent health needs and promote his maxi-
mum physical well-being, (ii) the necessity 
and desirability of his continued placement 
in the institution, and (ill) the feasibility of 
meeting his health care needs through al-
ternative institutional or nonlnstitutional 
services; and 
(C) for full reports to the State agency by 
each medical review team of the findings of 
each inspection under subparagraph (B). to-
gether with any recommendations; 
ISee main edition for text of (27)} 
(28) provide that any skilled nursing facility 
receiving payments under such plan must sat-
isfy all of the requirements contained in sec-
tion 1395x(J) of this title, except that the ex-
clusion conUined therein with respect to in-
stitutions which are primarily for the care 
and treatment of mental diseases shall not 
apply for purposes of this subchapter, 
ISee main edition for Uxt Of (29)) 
CIOXA) provide such methods and proce-
dures relating to the utUization of, and the 
payment for, care and services available 
under the plan (including but not limited to 
utilization review plans as provided for in sec-
tion 1396b(iX4) of this UUe) as may be neces-
sary to safeguard against unnecessary utiliza-
tion of such care and services and to assure 
that payments are consistent with efficiency, 
economy, and quality of care; (B) provide, under the program described in 
subparagraph (A), that— (i) each admission to a hospital, skilled 
nursing facility, intermediate care facility. 
or hospital for mental diseases Is reviewed 
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or screened In accordance with criteria es-
tablished by medical and other professional 
personnel who are not themselves directly 
responsible for the care of the patient In-
volved, and who do not have a significant fi-
nancial interest In any such institution and 
are not, except in the case of a hospital, em-
ployed by the institution providing the care 
Involved, and (ii) the information developed from such 
review or screening, along with the data ob-
tained from prior reviews of the necessity 
for admission and continued stay of pa-
tients by such professional personnel, shall 
be used as the basis for establishing the size 
and composition of the sample of admls-
alons to be subject to review and evaluation 
by such personnel, and any such sample 
may be of any size up to 100 percent of all 
admissions and must be of sufficient size to 
serve the purpose of (I) Identifying the pat-
terns of care being provided and the 
changes occurring over time in such pat-
terns so that the need for modification may 
be ascertained, and (II) subjecting admis-
sions to early or more extensive review 
where information indicates that such con-
sideration is warranted to a hospital, sillied 
nursing facility, intermediate care facility, 
or hospital for mental diseases; 
C31) with respect to skilled nursing facility 
services (and with respect to intermediate 
care facility services, where the State plan in-
cludes medical assistance for such services) 
provide— (A) with respect to each patient receiving 
such services, for a written plan of care, 
prior to admission to or authorization of 
benefits in such facility, in accordance with 
regulations of the Secretary, and for a regu-
lar program of independent professional 
review (including medical evaluation) which 
ahall periodically review his need for such 
services; 
(B) with respect to each skilled nursing or 
Intermediate care facility within the Bute, 
for periodic onslte inspections of the care 
being provided to each person receiving 
medical assistance, by one or more inde-
pendent professional review teams (com-
posed of a physician or registered nurse and 
other appropriate health and social service 
personnel), including with respect to each 
such person (1) the adequacy of the services 
available to meet his current health needs 
and promote his maximum physical well-
being, (ii) the necessity and desirability of 
bis continued placement in the facility, and (ill) the feasibility of meeting his health 
care needs through alternative institutional 
or noninstitutional services; and 
CO for full reports to the 8tate agency by 
each independent professional review team 
of the findings of each Inspection under 
subparagraph (B), together with any recom-
mendations; 
Utet main edition for Uxt of Ctt)) 
CM) provide-
CA) that the State health agency, or other 
appropriate Bute medical agency, ahall be 
responsible for establishing a plan, consist-
ent with regulations prescribed by the Sec-
retary, for the review by appropriate profes-
sional health personnel of the appropriate-
ness and quality of care and services fur-
nished to recipients of medical assistance 
under the plan in order to provide guidance 
with respect thereto in the administration 
of the plan to the Bute agency established 
or designated pursuant to paragraph (5) 
and, where applicable, to the State agency 
described in the second sentence of this sub-
section; and 
ISet main edition for text of(B), (S4) to (41)1 
(42) provide (A) that the records of any 
entity participating in the plan and providing 
services reimbursable on a cost-related basis 
will be audited as the Secretary determines to 
be necessary to insure that proper payments 
are made under the plan, (B) that such 
audits, for such entities also providing serv-
ices under subchapter XVIII of this chapter, 
will be coordinated and conducted jointly (to 
such extent and in such manner as the Secre-
tary shall prescribe) with audits conducted 
for purposes of such subchapter, and (C) for 
payment of such proportion of costs of each 
such common audit as is determined under 
methods specified by the Secretary under sec-
tion 1320a~6(a) of this title; 
(43) provide for— 
(A) informing all persons in the State who 
are under the age of 21 and who have been 
determined to be eligible for medical assist-
ance including services described in section 
1396d(sK4)(B) of this title, of the availabil-
ity of early and periodic screening, diagnos-
tic, and treatment services as described In 
section 1396d(aX4XB) of this title, 
(B) providing or arranging for the provi-
sion of such screening services In all cases 
where they are requested, and 
CO arranging for (directly or through re-
ferral to appropriate agencies, organiza-
tions, or Individuals) corrective treatment 
the need for which Is disclosed by such 
child health screening services; 
C44) in each case for which payment for in-
patient hospital services, skilled nursing facil-
ity services, intermediate care facility serv-
ices, or inpatient mental hospital services Is 
made under the 8tate plan— (A) a physician certifies at the time of ad-
mission, or, if later, the time the individual 
applies for medical assistance under the 
Bute plan (and the physician, or a physi-
cian assistant or nurse practitioner under 
the supervision of a physician, recertifies, 
where such services are furnished over a 
period of time. In such cases, at least as 
often as required under section 1396b(gX6) 
of this title (or. In the case of services that 
are Intermediate care facility services pro-
vided in an institution for the mentally re-
tarded, every year), and accompanied by 
such supporting material, appropriate to 
the case Involved, as may be provided in 
regulations of the Secretary)* that such 
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services are or were required to be given on 
an inpatient basis because the individual 
needs or needed such services, and 
CB) such services were furnished under a 
plan established and periodically reviewed 
and evaluated by a physician; and 
(45) provide for mandatory assignment of 
rights of payment for medical support and 
other medical care owed to recipients, in ac-
cordance with section 1396k of this title. 
Notwithstanding paragraph (5), if on January 
1, 1965. and on the date on which a State sub-
mits its plan for approval under this subchap-
ter, the State agency which administered or su-
pervised the administration of the plan of such 
State approved under subchapter X of this 
chapter (or subchapter XVI of this chapter, in-
sofar as It relates to the blind) was different 
from the State agency which administered or 
supervised the administration of the State plan 
approved under subchapter I of this chapter (or 
subchapter XVI of this chapter, insofar as it re-
lates to the aged), the State agency which ad-
ministered or supervised the administration of 
such plan approved under subchapter X of this 
chapter (or subchapter XVI of this chapter, in-
sofar as it relates to the blind) may be designat-
ed to administer or supervise the administra-
tion of the portion of the State plan for medi-
cal assistance which relates to blind individuals 
and a different State agency may be estab-
lished or designated to administer or supervise 
the administration of the rest of the State plan 
for medical assistance; and in such case the 
part of the plan which each such agency ad-
ministers, or the administration of which each 
such agency supervises, shall be regarded as a 
separate plan for purposes of this subchapter 
(except for purposes of paragraph (10)). The 
provisions of paragraphs (9XA), (31). and (33) 
and of section 1396bUM4) of this title shall not 
apply to a Christian Science sanatorium operat-
ed, or listed and certified, by the First Church 
of Christ, Scientist, Boston, Massachusetts. 
ISee main edition for text ofdoting part.; lb) to (d)) 
(«) Contiaaed eligibility af families determined ineli-
gible because of income and resources ae boars 
at work Hmltslloat af pian 
ISee main edition for text of (1) to (J)J 
(4) A child born to a woman eligible for and 
receiving medical assistance under a Bute plan 
on the date of the child's birth shall be deemed 
to have applied for medical assistance and to 
have been found eligible for such assistance 
tinder such plan on the date of such birth and 
to remain eligible for such assistance for a 
period of one year no long as the child is a 
member of the woman's household and the 
woman remains eligible for such assistance. 
If) Effective date ei Stale plan as determinative of 
duty of Slate to arovttfe medical nmlitsnce la 
aged, blind, or disabled iadivMaals 
notwithstanding any other provision of this 
subchapter, except as provided in subsection (e) 
of this section, no Bute not eligible to partici-
pate in the State plan program —tahlished 
under subchapter XVI of this chapter shall be 
required to provide medical assistance to any 
aged, blind, or disabled individual (within the 
meaning of subchapter XVI of this chapter) for 
any month unless such State would be (or 
would have been) required to provide medical 
assistance to such individual for such month 
had its plan for medical assistance approved 
under this subchapter and in effect on January 
1, 1972, been in effect in such month, except 
that for this purpose any such individual shall 
be deemed eligible for medical assistance under 
such Bute plan if (in addition to meeting such 
other requirements as are or may be imposed 
under the State plan) the income of any such 
individual as determined in accordance with 
section 1396b(f) of this title (after deducting 
any supplemental security income payment and 
State supplementary payment made with re-
spect to such individual, and incurred expenses 
for medical care as recognized under State law) 
is not in excess of the standard for medical as-
sistance established under the State plan as in 
effect on January 1, 1972. In States which pro-
vide medical assistance to individuals pursuant 
to paragraph (10HC) of subsection (a) of this 
section, an individual who is eligible for medical 
assistance by reason of the requirements of this 
section concerning the deduction of incurred 
medical expenses from income shall be consid-
ered an individual eligible for medical assist-
ance under paragraph (10XA) of that subsec-
tion If that individual is, or is eligible to be (1) 
an individual with respect to whom there is 
payable a State supplementary payment on the 
basis of which similarly situated individuals are 
eligible to receive medical assistance equal in 
amount, duration, and scope to that provided to 
individuals eligible under paragraph (10XA), or 
(2) an eligible individual or eligible spouse, as 
defined in subchapter XVI of this chapter, with 
respect to whom supplemental senility income 
benefits are payable; otherwise that individual 
shall be considered to be an individual eligible 
for medical assistance under paragraph (10XC) 
of that subsection. In 6tates which do not pro-
vide medical assistance to individuals pursuant 
to paragraph (10KC) of that subsection, an in-
dividual who is eligible for medical assistance 
by reason of the requirements of this section 
concerning the deduction of incurred medical 
expenses from income shall be considered an in-
dividual eligible for medical assistance under 
paragraph (10XA) of that subsection. 
ISee main edition for text of kg) to (/)] 
(As amended July 18. 1984. Pub. L. 98-369. div. 
B, title III, 112303(g)(1), 1314(b), 3335(e). 
3361(a), 2362(a). 1363(aXl), 1367(a). 1388(a), 
(b), 2373(bXlMl0). 98 Stat. 1086. 1079, 1091, 
1104. 1105, 1108. 1109. 1111; Aug. 16, 1984, Pub. 
L. 98-378. | 20(c). 98 Stat. 1322; Nov. 8. 1084. 
Pub. L» 98-817. 13(aX7). (bXlO). 98 Stat 8295. 
1296.) 
AMXKDMXKT or Suasxcnoji (a) 
Pub. I* $$-369, div. B, title VI %HSlie\ 
(IXn $8 Stat 1149. 1151. provided that, ef-
fective Apr, 1, 198S, subsection (o) of this 
motion is amended: 
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CD fry Uriking out •%** "at the end of par. 
tux 
ti) fry 9ub$HtuHno ~ and"/or the period 
at the end of par. (4S)t and (J) fry inserting after par. (4S) the /Mow-
ing new paragraph: 
t4$) provide that information is requested 
and exchanged for purposes of income and eli-
gibility verification in accordance with a 
State system which meets the requirements of 
aection lUQb-lofthi* title. 
Henamca* n Terr 
Pub. L 12-336. referred to in provision* following 
gubeec. (eX45). ti Pub. L. 92-336. July 1. 1972. 96 8tat. 
406. which amended sections 401. 403, 409. 411. 41ft. 
427. 426. and 430 of this title and sections 165. 1401. 
1402. 3101. 3111. 3121. 9122. 3125. 9413. and 9654 of 
TlUe 16. IntemaJ Revenue Code, and enacted provi-
sions aet out ai notes under aection* 403. 409. 416. and 
429 of thii UUe and sections 195 and 1401 of Title 16. 
AMI* Maura 
1944-45ubeec (aX9XC). Pub. L 99-199. |S371(bXl), 
fealtgned marfln of aubpar. (C). 
6ubaec. (aXlOXA). Pub. L 99-199. |2373(bX2). 14-
aligned margins of subpar. (A). 
Bubeec. (axiOXAXi). Pub. L 99-169. 11361(a). 
amended d. CD generally. Prior to the amendment el. 
(I) read as follows. "(I) all individuals receiving aid or 
assistance under any plan of the Bute approved under 
subchapter I. X. XTV. or XVI of this chapter, or part 
A or part E of subchapter IV of this chapter (includ-
ing pregnant women deemed by the State to be receiv-
ing such aid as authorized in section 906(g) of this title 
and individuals considered by the Bute to be receiving 
such aid as authorized under aection 914(g) of this 
UUe). or with respect to whom supplemental security 
Income benefits are being paid under subchapter XVI 
of this chapter, and". 
6ubaec. (aX10<AXlXl). Pub. U 99-179. 120(c), substi-
tuted "section 902(aX37) or 906(h) of this UUe" for 
"section 902(aX37) of this UUe." 
Bubeec. (axl3xA). Pub. I* 96-169. 12373(bX3), made 
clarifying amendment by striking out "(A)" and all 
that follows through "hospital" the first place It ap-
pears and inserting in lieu thereof "(A) for payment 
(except where the State agency is subject to an order 
under section 1396m of this UUe) of the hospital", re-
euHlng in no change In text 
Bubeec. (aX13XB). (C). Pub. I* 99-169. 11114(b). 
added tubpar. (B) and redesignated former subpar. (B) 
as(C). 
Bubeec. (eXIOXB). Pub. U 99-169. |237NbX4), sub-
stituted "periodic" for "periodical". 
Bubeec. UX20XC). Pub. U 99-269. |1373(bXft). 
•truck out reference to section 903(aXlXAXi) and (li) 
of this UUe. 
Bubeec. UK26). Pub. U 91-169. 12366(b). m amend-
ing par. (16) generally, revised existing provisions to 
continue their application to review of inpatient 
mental hospital service programs, and to sever provi-
sions relating to review of skilled nursing programs. 
Bee par. (11) of this section. 
Bubeec. UX26XBX1I). Pub. X* 99-617, |9(aX7), re-
pealed the amendment saade by Pub. 1* 99-169. |2373<bX6). Bee below. 
Pub U 99-369. 12371<bX9). provided that d (ti) si 
amended by substituting "fadllUea" for "homes'*. 
Bubeec. (eX26XC). Pub 1* 99-417. |fcbX10). re-
aligned margin of subpar. (C). 
Bubeec. (eX29). Pub 1* 99-999. | 1114(e), struck out 
"and tuberculosis" after "mental diseases". 
Bubeec. (exlO). Pub. U 99-199. t 2263(eXlXA), desig-
nated existing provisions as aubpar. (A) and added 
subpar (B). 
Bubeec. (aX31). Pub. 1* 99-199. 12364(a). to amend-
Big par. (91) generally, revised existing provisions to 
eever review of skilled nursing facilities. 
Bubeec. (eXUXA). Pub. L. 99-199. |2373(bX7>. sub-
stituted "second sentence" for "penultimate sen-
tence". 
Bubeec. (eX42). Pub. X* 94-169. I 2373<bX9). substi-
tuted "subchapter" for "part" after "audits conducted 
for purposes of such". 
Bubeec. (aX43). Pub. L. 94-169. |H03(gXl). redesig-
Bated par. (44) as (43). and struck out former par. (43) 
which provided that if the State plan makes provision 
for payment to a physician for laboratory services the 
performance of which such physician, or other physi-
cian with whom he shares his practice, did not person-
ally perform or supervise, the plan include provision 
to insure that payment for such services not exceed 
the payment authorised by section 1195u(h) of this 
UUe. 
Bubeec (aX44). Pub. IV 94-199. 12363(aXlXB). 
added par. (44). 
Pub L. 96 369. |1101(gXlKC>. redesignated former 
par. (44) as (43). 
Bubeec (aX46). Pub. U 94-199.11197(a). added par. 
(45). 
Bubeec. (a), foil. par. (45). Pub. I* 94-169. 
12373(bX9). substituted "The provisions of paragraph 
(9XA). (91). and (33) and of section 1396b(iX4) of this 
UUe shall not apply to" for "For purposes of para-
graph (9XA). (26). (21). and (33). and of section 
1396txiX4) of this title, the term 'skilled nursing facili-
ty' and 'nursing home' do not include". 
Bubeec (eX4). Pub. L. 94-169. 12362(e). added par. 
(4). 
Bubeec. (f). Pub. L. 94-369. I 2373(bX10). substituted 
"paragraph UOXA)" and "paragraph (10XC)" for 
"clause UOXA)" and "clause (lOxcr. wherever ap-
pearing. 
Erreviifi DATX or 1944 Ajanroaairrs 
Amendment by Pub. L. 94-617 effective as if origi-
nally included in the Deficit Reduction Act of 1944. 
Pub. L. 96-369. see section 3(c) of Pub. L. 94-417. set 
out as a note under section 1395f of this UUe. 
Amendment by section 2303(gXl) of Pub. 1* 94-199 
applicable to clinical diagnostic laboratory tests fur-
nished on or after July 1. 1964. but not applicable to 
clinical diagnostic laboratory tests furnished to inpa-
Uents of a provider operating under a waiver granted 
pursuant to section 402(a) of Pub. L. 94-21. set out as 
a note under section 1395y of this UUe. see section 
1303CJX1) and (3) of Pub. L. 94-169. set out as a SOU 
under section 11951 of this UUe. 
Section 2314(cX3) of Pub. L. 94-169 provided that: 
"(A) Except as provided in subparagraph (B), the 
amendments made by subsection (b) (amending 
gubeec. (eX13) of this section] shall apply to medical 
assistance furnished on or after October 1.1994. 
"(B) In the case of a 8tate plan for medical assist-
ance under UUe XIX of the Bocial Security Act (this 
subchapter) which the Secretary of Health and 
Human Services determines requires State legislation 
to order for the plan to meet the additional require-
ment Imposed by the amendments made by this sec-
Uon (amending sections 1395x and 1396a of this UUe 
and enacting provisions set out as a note under section 
1395x of this UUe). the Bute plan shall not be regard-
ed as falling to comply with the requirements of such 
UUe solely on the basis of IU failure to meet this addi-
tional requirement before the first day of the first cal-
endar quarter beginning after the dose of the first 
regular session of the Bute legislature that begins 
after the date of the enactment of this Aet (July 19. 
19441." 
Amendment by section »le<») of Pub. U 99-199 ef-
fective July 19. 1994. see section 1135(g) of Pub. U 
94-369. set out as a note under section I195f of this 
UUe. 
Section 1361(d) of Pub U 94-199 provided that: 
"(1) Except as provided in paragraph (2). the amend-
seents made by this section (amending sections 906. 
1194a, and 1194d of this UUe] shall apply to calendar 
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Quarter* beflnnlnc en or after October 1. 1004, with-
out retard to whether or not final regulaUona to carry 
out such amendments have been promulgated by such 
date. 
"(2) In the ease of a Bute plan for medical assist-
ance under UUe XIX of the Bocial Security Act Ithis 
subchapter] which the Secretary of Health and 
Human Services determines requires State legislation 
In order for the plan to meet the additional require-
menu imposed by the amendments made by this sec-
tion, the State plan shall not be regarded as failing to 
'comply with the requirements of such title solely on 
the basii of its failure to meet these additional re-
quirement* before the first day of the first calendar 
quarter beginning after the dose of the first regular 
session of the Bute legislature that begins after the 
date of the enactment of thii Act (July IS. 10*41." 
Section 2362(b) of Pub. L OS-369 prodded that: 
"The amendment made by subsection (a) (adding 
aubsec. <eX4) of this section! ahalJ apply to children 
born on or after October 1.1084/' 
Amendment by section 2363<aXl> of Pub. L 00-169 
applicable to calendar quarters beginning on or after 
July 18. 1884. except that, tn the case of individuals 
admitted to akiUed cursing facilities before that date, 
the amendment shall not require recertifiestions 
sooner or more frequently than were required under 
the law in effect before that date, see section 2363(c) 
of Pub. L 88-389. set out as a note under section 1396b 
of this UUe. 
6ection 3367(e) of Pub. L 08-369 provided that: 
"(1) Except as provided in paragraph (2). the amend-
ments made by this section (amending secUons 1393a 
and 1396k of this UUel shall become effective on Octo-
ber 1.1884. 
**(2) In the ease of a State plan for medical assist-
ance under UUe XIX of the Social Security Act (this 
subchapter] which the Secretary of Health and 
Human Service* determines requires State legislation 
In order for the plan to meet the additional require-
ment imposed by the amendments made by this sec-
tion, the State plan shall not be regarded as failing to 
comply with the requirements of such UUe solely on 
the basis of its failure to meet this additional require-
ment before the first dsy of the first calendar quarter 
beginning after the close of the first regular session of 
the State legislature that begins after the date of the 
enactment of this Act (July 18.19841.** 
Section 2368(c) of Pub. L. 00-369 provided that: 
"The amendments made by this section (amending 
suhaec. (aK26) and (31) of this section] shall become 
effective on the date of the enactment of this Act 
Uuly 18,1004).** 
PanmrT pot Paranataic HOOTTTAL S o m e n 
Section 2286 of Pub. V tt~369 provided that: 'The 
provisions of section 1902(aM13) of the Social Security 
Act (42 VBC 1396a(aX13)l, in so far as they require a 
reduction of the amount of payment otherwise to be 
made to a public psychiatric hospital due to the level 
of care received in such hospital, shall not apply to 
payments to hospitals before July 1, 1985. and such a 
reduction made for payments during the 12-month 
period ending June 30. 1986. and during the 12-month 
period ending June 10. 1981, shall be one-third and 
two-thirds, respectively, of the amount of the reduc-
tion which would have boon made without regard to 
this section." 
MosuToanm em Hsvuuraoar Acnows or SocasTaar 
Section 2272<e) of Pub I* §*-»*• provided that 
*•(!> The Secretary of Health and Human Services 
Shall not take any compliance, disallowance, penalty, 
or other regulatory action against a State during the 
moratorium period described In paragraph (2) by 
reason of such State's plan under UUe XIX of the 
Social Security Act (42 U AC. 1206 et seq) being de-
termined to be in riolaUon of section 
IsXWsXlOXCXiXITi) Of sueh Act 142 U A C 
1296a(axl0xCXixm» on account of such plan's 
havinc a standard or methodology which the Secre-
tary interprets as beint less restrictive than the stand-
ard or methodology required under such section 
*'(2) The moratorium period is the period beginning 
on the date of the enactment of this Act (July 18. 
19641 and ending 18 months after the date on which 
the Secretary submits the report required under para-
graph (S). 
"(2) The Secretary shall report to the Congress 
within 12 months after the date of the enactment of 
this Act [July 18, 1984] with respect to the appropri-
ateness, and impact on States and recipients of medi-
cal assistance, of applying standards and methodolo-
gies utilized in cash assistance programs to those re-
cipients of medical assistance who do not receive cash 
assistance, and any recommendaUons for changes in 
such requirements. 
"(4) No provision of law shall repeal or suspend the 
moratorium imposed by this subsection unless such 
provision specifically amends or repeals this subsec-
tion." 
Sscnow Rxnouto TO 9 Oraa Sacreoas 
This section is rtttirt^ to in sections S00e-17. 705. 
1315. 1320a-7a, 13821. 1395v. 1395cc. 1395U. 1396b. 
1396c. 1396d. 1306g. 13961. 12062. 1296n. 1396o, 4728. 
0022. 0042 of this UUe. 
• 1206b. Payment to States 
ISee main edition for text Qj (a) to (/)] 
(g) Decrease in Federal medical assistance percentage 
of amounts paid for services furnished ander 
Bute plan after June 20,1273 
(1) Subject to paragraph (3). with respect to 
amounts paid for the following services fur-
nished under the State plan after June 30,1973 (other than services furnished pursuant to a 
contract with a health maintenance organiza-
tion as defined in section 1395mm of this UUe 
or which is a qualified health maintenance or-
ganization (as defined in section 300e-9(d) of 
this title)), the Federal medical assistance per-
centage shall be decreased as follows: After an 
individual has received inpatient hospital serv-
ices or intermediate care facility services for 60 
days, skilled nursing facility services for 20 
days, or inpatient mental hospital services for 
90 days (whether or not such days are consecu-
tive), during any fiscal year, the Federal medi-
eal assistance percentage with respect to 
amounts paid for any such care furnished 
thereafter to such individual shall be decreased 
by a per centum thereof (determined under 
paragraph (5)) unless the State agency respon-
sible for the administration of the plan makes a 
ahowing satisfactory to the Secretary that, with 
respect to each calendar quarter for which the 
Bute submits a request for payment at the full 
Federal medical assistance percentage for 
amounts paid for inpatient hospital services, 
akllled nursing facility services, or intermediate 
care facility services furnished beyond SO days (or inpatient mental hospital services furnished 
beyond 90 days), such State has an effecUve 
program of medical review of the care of pa-
tients in mental hospitals, akllled nursing facili-
ties, and intermediate care facilities pursuant 
to paragraphs (26) and (31) of section 1396a(a) 
of this UUe whereby the professional manage-
ment of each case is reviewed and evaluated at 
least annually by Independent professional 
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equipment available to Individuals entitled to 
benefits under this subchapter on a lease-pur* 
chase basis whenever possible. 
(Aug. 14. 1935. eh. 931. UUe XVIII. 11989. for-
merly 11833(f). as added Jan. 2. 1966. Pub. L. 
90-248. UUe 1,1133(b). 81 Stat. 850. and amend-
ed Oct. 80. 1972. Pub. L. 92-803. Utle II. 
1245(d). 66 6Ut. 1424; Oct. 25. 1977. Pub. L. 
95-142. 116(a). 91 6ut. 1200. renumbered and 
amended July 16. 1984. Pub. I* 98-369, div. B. 
UUe III. | 2321(d), 96 6Ut. 1084.) 
OMMHGATIOV 
Section m formerly set out as subset, (f) of section 
1395/ of this UUe prior to Its renumbering and transfer 
*7 Pub. L 98-369. 
1964-Subsec. Ca). Pub. L 98-369. 12321<dX4XB). re-
designated par. CD of section 1395'cf) of this UUe as 
subsec. Ca). 
Pub. L 96-369.1 2321(dXl). struck out "at described 
In section 1395x(sX6) of this UUe*' after "furnished an 
Individual". 
Subsec. (b). Pub. L 98-369. |2321<dX4XB), redesign 
f»ted par. 12) of secUon 1395/(f) of this UUe ss subsec. 
lb). 
Pub. L 98-369. 12321(dX2). substitute "sny" for 
•the 20 percent" and struck out "under subsecUon (a) 
Of this section" after "amount applicable*'. 
Subsec. CO. Pub L 96-369. I 2321<dX4XB). redesig-
*sted par. C3) of section 13951(f) of this UUe as subsec. 
Ic). 
Pub L 96-369. |2321(dX3). substituted "subsection 
is) of thii section" for "paragraph (1)". 
Subsec. Cd). Pub. L 96-369. f 2321(dX4XB). redesig-
nated par. (4) of section 189M(f) of this UUe ss subsec 
<d). 
1977-Par. CD. Pub. L 95-142 substituted provisions 
relating to determinations by the Secretary with re-
spect to presumptions regarding the purchase price or 
practicality of buying or renting durable medical 
equipment, for provisions relating to the purchase 
price of durable medical equipment authorised to be 
paid by the Secretary-
Par. (2). Pub. L 95-142 substituted provisions relat-
tog to waiver of the coinsurance amount in the pur-
chase of used durable medical equipment, for provi-
sions relating to reimbursement procedures estab-
lished by the Secretary in eases of rental of durable 
medical equipment. 
Para CS). C4). Pub. L 9*-142 added pars. (I) and C4). 
1972—Pub. L 92-603 designated existing provisions 
OS par. C1XA) and added pars. (1KB) and (2). 
fcrrscnn DSTB or 1984 Amasses** l 
Amendment by Pub. L 98-369 applicable to Items 
and services furnished on or after July IS. 1984. see 
section 2321(g) of Pub. L 88-369. set out as a note 
•Oder section I393f of this UUe. 
Amendment by Pub. L 96-142 applicable with re-
spect to durable medical equipment purchased or 
rented on or after Oct 1. 1977. see sscUon 16(b) of 
Pub L 96-142. set out as a note under ssctlon 1898/ of 
this UUe. 
•rracrm Dan 
Section applicable only with rsspect to Hems pur-
chased after Dec. 31.1967, see section 112(c) of Pub. L 
90-346. set out as an Effective Date of 1988 Amend-
ment note under section 1996J of this UUe. 
SUBCHAPTER XIX-ORANT8 TO STATES 
FOR MEDICAL ASSISTANCE PROGRAMS 
SuscHArna RsTsaaso TO m O n m Sscnows 
This subchapter Is referred to In sections 242b. 2Mb. 
254c. 254e. 254h. 254n. SOOe. SOOe-S. S00m-6. S00x-4. 
S00z-5. 602. 603. 606. 614. 632a, 652. 671. 672. 673. 706. 
709. 1301. 1906. 130S. 1909. 1210. 1315. 1316. 1318. 
1320a-1. 1320a-2. 1320s-3. 1320a-6. 1320a-7. 1320a-7a. 
1320a-3. 1320b-2. 13 20b-3. 1320D-4. 13 20 b-5. 1320b-7. 
1320C-2, 1320C-10. 1382. 1382g. 1382h. 13821. 1383c. 
1395b~l. 1395v. 1395x. 1995y. 1395*. 1395cc. 1995mm. 
1395U. 1395w, 1395ww. 1997. 9013. 3026. 3035b. 8024. 
8624 of this UUe; UUe 7 sections 2017. 3178. UUe 6 sec-
Uon 1622; UUe 10 section 1079. UUe 12 section* 1716w. 
1715&-7; UUe 24 section 170a. UUe 25 section 1622. UUe 
86 section 6103; UUe 36 sections 622.4106. 
91394. Appropriations 
For the purpose of enabling each State, as far 
as practicable under the conditions in such 
State, to furnish (1) medical assistance on 
behalf of families with dependent children and 
of aged, blind, or disabled individuals, whose 
income and resources are insufficient to meet 
the costs of necessary medical services, and (2) 
rehabilitation and other services to help such 
families and individuals attain or retain capa-
bility for independence or self-care, there is 
hereby authorized to be appropriated for each 
fiscal year a sum sufficient to carry out the 
purposes of this subchapter. The sums made 
available under this section shall be used for 
making payments to States which have submit-
ted, and had approved by the Secretary, State 
plans for medical assistance. 
CAug. 14. 1935. eh. 531. UUe XDC 11901. as 
added July 30. 1965. Pub. L. 89-97. UUe I, 
1121(a). 79 SUt. 343. and amended Dec. 31. 
1973. Pub. L. 93-233. 113(aXl). 87 SUt. 960; 
July 18. 1984. Pub. L. 98-369. div. B. UUe VI. 
I 2663(JX3XC), 98 SUt. 1171.) 
1964-Pub. L. 98-969 struck out "Health, Education, 
and Welfare" after "Secretary**. 
E r i s u m DATE or 1984 AMnmacorr 
Amendment by Pub. L. 98-369 effective July 16. 
1964. but not to be construed as changing or affecting 
any right, liability, status, or interpretation which ex-
Isted (under the provlalons of law Involved) before 
that date, see section 2664(b) of Pub. L. 98-869. set out 
as s note under secUon 401 of thla UUe. 
91996a. Bute plans for medical assistance 
<a) Contents 
A SUU plan for medical assistance must— 
(See main edition for text o/U) to (I)] 
(9) provide— 
CA) that the SUte health atency, or other 
appropriate SUte medical atency (whichev-
er is utilised by the Secretary for the pur-
pose specified in the first sentence of sec-
Uon 1395aa(a) of this UUe), shall be respon-
sible for establishing and maintaining 
health standards for private or public insU-
tuUons in which recipients of medical as-
sistance under the plan may receive care or 
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CB) for the establishment or designation 
of a Bute authority or authorities which 
ahall be responsible for establishing and 
maintaining standards, other than those re-
lating to health, for such institutions, and 
<C) that any laboratory services paid for 
under such plan must be provided by a labo-
ratory which meets the applicable require-
ments of section 1395x(e)(9) of this title or 
paragraphs (11) and (12) of section 1395x(s) 
of this title, or, in the ease of a laboratory 
which is in a rural health clinic, of aecUon 
1395x(aaX2XO) of this title; 
(10) provide— (A) for making medical assistance avail-
able, including at least the care and services 
listed in paragraphs (1) through (5) and (17) of section 1396d(a) of this title, t o -
Wall individuals— (I) who are receiving aid or assistance 
under any plan of the 6tate approved 
under subchapter I, X. XIV, or XVI of 
this chapter, or part A or part E of sub-
chapter IV of this chapter (including in-
dividuals eligible under this subchapter 
by reason of section 602(a)(37) or 606(h) 
of this title, or considered by the State 
to be receiving such aid as authorized 
under section 614(g) of this title), (II) with respect to whom supplemen-
tal security income benefits are being 
paid under subchapter XVI of this 
chapter, or (III) who are qualified pregnant 
women or children as defined in section 
13*6d(n) of this title; > 
tSee main edition for text ofiii), (B) to (D\ 
dosing provision*, ill) and (12)} 
(IS) provide— (A) for payment (except where the State 
agency is subject to an order under section 
1396m of this title) of the hospital, akilled 
cursing facility, and intermediate care facil-
ity services provided under the plan 
through the use of rates (determined in ac-
cordance with methods and standarus devel-
oped by the 6tate and which, in the case of 
hospitals, take into account the situation of 
hospitals which serve a disproportionate 
number of low income patients with special 
needs and provide, in the case of hospital 
patients receiving services at an inappropri-
ate level of care (under conditions similar to 
those described in section 1395x(vXlXG) of 
this title), for lower reimbursement rates re-
flecting the level of care actually received (in a manner consistent with section 
H95x(vXlXO) of this title)) which the 
State finds, and makes assurances satisfac-
tory to the Secretary, are reasonable and 
adequate to meet the costs which must be 
Incurred by efficiently and economically op-
erated facilities in order to provide care and 
services in conformity with applicable Bute 
and Federal laws, regulations, and quality 
and safety standards and to assure that In-
dividuals eligible for medical assistance 
have reasonable access (taking into account 
geographic location and reasonable travel 
time) to inpatient hospital services of ade-
quate quality: and such Stat* makes further 
assurances, satisfactory to the Secretary, 
for the filing of uniform cost reports by 
each hospital, akilled nursing facility, and 
intermediate care facility and periodic 
audits by the 8tate of such reports; (B) that the Bute shall provide assur-
ances satisfactory to the Secretary that the 
payment methodology utilized by the State 
for payments to hospitals, skilled nursing 
facilities, and intermediate care facilities 
can reasonably be expected not to increase 
such payments, solely as a result of a 
change of ownership, in excess of the in-
crease which would result from the applica-
tion of section 1305x(vXlXO) of this title; 
and (C) for payment for services described in 
section 1396d(aX2XB) of this title provided 
by a rural health clinic under the plan of 
100 percent of costs which are reasonable 
and related to the cost of furnishing such 
services or based on such other tests of rea-
sonableness, as the Secretary may prescribe 
in regulations under section 1395i(aX3) of 
this title, or, in the case of services to which 
those regulations do not apply, on such 
tests of reasonableness as the Secretary 
may prescribe in regulations under this sub-
paragraph; 
ISee main edition for text of (14) to (19)1 
(20) If the 8tate plan includes medical as-
sistance in behalf of individuals 65 years of 
age or older who are patients in institutions 
for mental diseases— 
ISee main edition for text of (A)l 
(B) provide for an individual plan for each 
such patient to assure that the institutional 
care provided to him is in his best interests, 
including, to that end, assurances that 
there will be initial and periodic review of 
his medical and other needs, that he will be 
given appropriate medical treatment within 
the institution, and that there will be a 
periodic determination of his need for con-
tinued treatment in the institution; and (C) provide for the development of alter-
nate plans of care, making maximum utili-
sation of available resources, for recipients 
•5 years of age or older who would other-
wise need care in such institutions, includ-
ing appropriate medical treatment and 
other aid or assistance; for services referred 
to in section I03(aX4XAXi) and <ii) or sec-
tion 1383(aX4XAXi) and (ii) of this title 
which are appropriate for such recipients 
and for auch patienU; and for methods of 
administration necessary to assure that the 
responsibilities of the 6tate agency under 
the State plan with, respect to such recipi-
ents and such patients will be affectively 
carried out; 
Use main edition for text of HI) to (15)1 
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(M) If the Bute plan Includes medical as-
sistance for Inpatient mental hospital serv-
ices, provide— (A) with respect to each patient receiving 
such services, for a regular program of med-
ical review (Including medical evaluation) of 
hi* need for such services, and for a written 
plan of care; 
<B) for periodic Inspections to be made In 
all mental Institutions within the Bute by 
one or more medical review teams (com-
posed of physicians and other appropriate 
health and social service personnel) of the 
care being provided to each person receiving 
medical assistance. Including (i) the adequa-
cy of the service* available to meet his cur-
rent health needs and promote his maxi-
mum physical well-being. (11) the necessity 
and desirability of his continued placement 
In the institution, and (ill) the feasibility of 
meeting his health care needs through al-
ternative Institutional or noninstitutional 
sen ices; and (C) for full reports to the State agency by 
each medical review team of the findings of 
each inspection under subparagraph (B), to-
gether with any recommendations; 
LSee main edition fin text of U7>1 
(28) provide that any skilled nursing facility 
receiving payments under such plan must sat-
isfy all of the requirements contained in sec-
tion 1395x(j) of this tide, except that the ex-
clusion contained therein with respect to in-
stituting which are prli»arily for the care 
and treatment of menttl diseases shall not 
apply for purposes •• * this subchapter, 
(See main edition for text 0/(29)1 
(N)XA) provide such methods and proce-
dures relating to the utilization of, and the 
payment for. care and services available 
under the plan (including but not limited to 
utilization review plans as provided for In sec-
tion 1396txiX4) of this title) as may be neces-
sary to safeguard against unnecessary utiliza-
tion of such care and services and to assure 
that payments are consistent with efficiency, 
economy, and quality of care; (B) provide, under the program described In 
subparagraph (A), that— (I) each admission to a hospital, skilled 
nursing facility, Intermediate care facility, 
or hospital for mental diseases Is reviewed 
or screened In accordance with criteria es-
tablished by medical and other professional 
personnel who are not themselves directly 
responsible for the care of the i-r.ient In-
to! ved. and who do not have a sl^fleant fi-
nancial Interest In any such institution and 
are not, except In the case of a host ital, tm* 
Coyed by the Institution provide* the care volved. and 
111) the Information developed from such 
review or screening, along with the data ob-
tained from prior reviews of the necessity 
for admission and continued stay of pa-
tients by such professional persoi nel, shall 
be used ss the basis for establishix» 'ne size 
and composition of the sample of admis-
sions to be subject to review and evaluation 
by such personnel, and any such sample 
may be of any size up to 100 percent of all 
admissions and must be of sufficient size to 
serve the purpose of (I) Identifying the pat-
terns of care being provided and the 
changes occurring over time In such pat-
terns so that the need for modification may 
be ascertained, and (II) subjecting admis-
sions to early or more extensive review 
where Information indicates that such con-
sideration is warranted to a hospital, skilled 
nursing facility, Intermediate care facility, 
or hospital for mental diseases; 
(11) with respect to skilled nursing facility 
services (and with respect to intermediate 
care facility services, where the 8tate plan In-
cludes medical assistance for such services) 
provide— (A) with respect to each patient receiving 
such services, for a written plan of care, 
prior to admission to or authorization of 
benefits in such facility, In accordance with 
regulations of the Secretary, and for a regu-
lar program of Independent professional 
review (including medical evaluation) which 
shall periodically review his need for such 
services; (B) with respect to each skilled nursing or 
Intermediate care facility within the 8tate, 
for periodic onsite Inspections of the care 
being provided to each person receiving 
medical assistance, by one or more Inde-
pendent professional review teams (com-
posed of a physician or registered nurse and 
other appropriate health and social service 
personnel). Including with respect to each 
such person (1) the adequacy of the services 
available to meet his current health needs 
and promote his maximum physical well-
being. (U) the necessity and desirability of 
his continued placement In the facility, and (Hi) the feasibility of meeting his health 
care needs through alternative Institutional 
or noninstitutional services; and 
(C) for full reports to the 8tate agency by 
each Independent professional review team 
of the findings of each Inspection under 
subparagraph (B), together with any recom-
mendations; 
tSee main edition fin text of (J*)J 
(S3) provide— (A) that the Bute health agency, or other 
appropriate State medical agency, shall be 
responsible for establishing a plan, consist-
ent with regulations prescribed by the Sec-
retary, for the review by appropriate profes-
sional health personnel of the appropriate-
ness and quality of care and services fur-
nished to recipients of medical assistance 
under the plan in order to provide guidance 
with respect thereto In the administration 
of the plan to the Bute agency established 
or catenated pursuant to paragraph (6) 
ana a here applicable, to the State agency 
desrjv«ed in the second sentence of this sub-
set >o.„ and 
ISet thai* eduiot. fur text of(B\ KJ4) to (41)) 
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(42) provide (A) that the records of any 
entity participating in the plan and providing 
sen ices reimbursable on a cost-related basis 
will be audited as the Secretary determines to 
be necessary to insure that proper payments 
are made under the plan. (B) that such 
audits, for such entities also providing serv-
ices under subchapter XVIII of this chapter, 
will be coordinated and conducted jointly (to 
guch extent and in such manner as the Secre-
tary shall prescribe) with audits conducted 
for purposes of such subchapter, and (C) for 
payment of such proportion of costs of each 
auch common audit as is determined under 
methods specified by the Secretary under sec-
tion 1320t-*(a) of this title; 
(43) provide for— 
(A) informing all persons in the State who 
are under the age of 21 and who have been 
determined to be eligible for medical assist-
since including services described in section 
1396d(aX4XB) of this title, of the availabil-
ity of early and periodic screening, diagnos-
tic, and treatment services as described in 
aection 1396d(aX4XB) of this title, 
(B) providing or arranging for the provi-
sion of such screening services in all cases 
where they are requested, and 
(C) arranging for (directly or through re-
ferral to appropriate agencies, organiza-
tions, or individuals) corrective treatment 
the need for which is disclosed by auch 
child health screening services; 
(44) in each case for which payment for in-
patient hospital services, skilled nursing facil-
ity services, intermediate care facility serv-
ices, or inpatient mental hospital services is 
made under the State plan— 
(A) a physician certifies at the time of ad-
mission, or. if later, the time the individual 
applies for medical assistance under the 
6tate plan (and the physician, or a physi-
cian assistant or nurse practitioner under 
the supervision of a physician, recertifies, 
where auch services are furnished over a 
period of time, in such cases, at least as 
often as required under section 1396tXgX6) 
of this title (or. in the case of services that 
axe intermediate care facility services pro-
vided in an institution for the mentally re-
tarded, every year), and accompanied by 
auch supporting material, appropriate to 
the ease involved, as may be provided in 
regulations of the Secretary), that auch 
aervices are or were required to be given on 
an inpatient basis because the individual 
needs or needed such services, and 
(B) such services were furnished under a 
plan established and periodically reviewed 
and evaluated by a physician; 
145) provide for mandatory assignment of 
rights of payment for medical support and 
other medical care owed to recipients. In ac-
cordance with aection 1396k of this Utle; and 
(46) provide that information Is requested 
and exchanged for purposes of income and 
eligibility verification in accordance with a 
State system which meets the requirements 
of section 1320b-7 of this title. 
notwithstanding paragraph (ft), If on January 
1,1965. and on the date on which a SUte sub-
mits its plan for approval under this subchap-
ter, the State agency which administered or su-
pervised the administration of the plan of such 
SUte approved under subchapter X of this 
chapter (or subchapter XVI of this chapter, in-
eofar as it relates to the blind) was different 
from the State agency which administered or 
supervised the administration of the State plan 
approved under subchapter I of this chapter (or 
subchapter XVI of this chapter, insofar as it re-
lates to the aged), the SUte agency which ad-
ministered or supervised the administration of 
such plan approved under subchapter X of this 
chapter (or subchapter XVI of this chapter, in-
aofar as it relates to the blind) may be designat-
ed to administer or supervise the administra-
tion of the portion of the SUte plan for medi-
cal assistance which relates to blind individuals 
and a different SUte agency may be esUb-
lished or designated to administer or supervise 
the administration of the rest of the SUte plan 
for medical assistance; and in such case the 
part of the plan which each such agency ad-
ministers, or the administration of which each 
guch agency supervises, shall be regarded as a 
aeparate plan for purposes of this subchapter 
(except for purposes of paragraph (10)). The 
provisions of paragraphs (9)(A). (31). and (33) 
and of section 1396b(iX4) of this title shall not 
apply to a Christian Science sanatorium operat-
ed, or listed and certified, by the First Church 
of Christ, Scientist, Boston, Massachusetts. 
LSee main edition for text of doting pan.; 
(5) fo id)} 
(e) Continued eligibility of families determined ineli-
gible because of income and resources or noon 
of work limitations of plan 
ISee main edition for text o/U) to c J)J 
(4) A child born to a woman eligible for and 
receiving medical assistance under a SUte plan 
on the date of the child's birth shall be deemed 
to have applied for medical assistance and to 
have been found eligible for such assistance 
under such plan on the date of such birth and 
to remain eligible for such assistance for a 
period of one year so long as the child is a 
member of the woman's household and the 
woman remains eligible for such assistance. 
(f) Effective date of Bute plan as determinative of 
duty of But* to provide medical assistance to 
agtd. Mind, or disabled individuals 
Notwithstanding any other provision of this 
subchapter, except as provided in subsection (e) 
of this aection. no Bute not eligible to partici-
pate In the SUte plan program esUblished 
under subchapter XVI of this chapter shall be 
required to provide medical assistance to any 
aged, blind, or disabled individual (within the 
meaning of subchapter XVI of this chapter) for 
any month unless such SUte would be (or 
would have been) required to provide medical 
assistance to auch individual for auch month 
had lu plan for medical assistance approved 
under this subchapter and in effect on January 
1, 1973. been In effect in such month, except 
that for this purpose any auch individual shall 
be deemed eligible for medical aaaistance under 
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such Bute plan If (in addition to meeting such 
other requirements as are or may be imposed 
under the 6tate plan) the income of any auch 
Individual as determined in accordance with 
•ection 1396tXf) of this title (after deducting 
any supplemental security income payment and 
State supplementary payment made with re-
spect to such individual, and incurred expenses 
for medical care as recognized under State law) 
Is not in excess of the standard for medical as-
sistance established under the Bute plan as in 
effect on January 1, 1972. In States which pro-
vide medical assistance to individuals pursuant 
to paragraph (10XC) of subsection (a) of this 
section, an individual who is eligible for medical 
assistance by reason of the requirements of this 
section concerning the deduction of incurred 
medical expenses from income shall be consid-
ered an individual eligible for medical assist-
ance under paragraph (10KA) of that subsec-
tion if that individual is. or is eligible to be (1) 
an individual with respect to whom there is 
payable a Bute supplementary payment on the 
basis of which similarly situated individuals are 
eligible to receive medical assistance equal in 
amount, duration, and scope to that provided to 
individuals eligible under paragraph (10XA), or 
(2) an eligible individual or eligible spouse, as 
defined in subchapter XVI of this chapter, with 
respect to whom supplemental security income 
benefits are payable; otherwise that individual 
shall be considered to be an individual eligible 
for medical assistance under paragraph (10XC) 
of that subsection. In States which do not pro-
vide medical assistance to individuals pursuant 
to paragraph (10XC) of that subsection, an in-
dividual who is eligible for medical assistance 
by reason of the requirements of this section 
concerning the deduction of incurred medical 
expenses from income shall be considered an in-
dividual eligible for medical assistance under 
paragraph (10XA) of that subsection. 
iSet fnain edition for text o/(p) to tf)J 
(As amended July IB. 1984. Pub. L. 98-969. div. 
B. title HI. | | 2 3 0 3 ( g X l ) . 3314(b). 2335(e). 
2361(a). 2362(a). 2363(aXl). 2367(a). 2368(a). 
(b). 2373(bKlM10), title VI. 12651(c). 98 6tat. 
1066. 1079. 1091. 1104. 1105. 1108. 1109. 1111. 
1149. Aug. 16. 1984. Pub. L. 98-378. | 20(c), 98 
6 U t . 1322; Nov. 8. 1984. Pub. L. 98-617. 
13(aX7). (bXlO), 96 B u t . 2295. 8296.) 
sUrsamcBs m TEXT 
Pub. L 92-116. referred to in provisions following 
subset. (SX46), H Pub. L 92-336. July 1. 1972. 86 Stat. 
406. which amended sections 401. 403. 40*. 411. 416. 
427. 42S. and 430 of this UUe and sections 165. 1401. 
1402. 6101. 1111. 1121. 1122. 1125. 94)1. and 6654 of 
Title 26. Internal Revenue Code, and enacted provi-
sions set out as notes under sections 403. 400. 416. and 
428 of UU* UUe and sections 166 and 1401 of Title 26. 
1444-Subeec (aXtxC). Pub. L 98-849. fOTKbXl). 
realigned margin of subpar. (C). 
Bubsec (SX10XA). Pub. L 98-846. |237*bX2>. re-
aligned margins of subpar. (A). 
Bubsec. (sxiOXAXD. Pub. L 99-866. 12161(a). 
amended cl. (i) generally. Prior to the amendment d. 
CD read as follows; "(I) all individuals receiving aid or 
assittanot under any plan of the Bute approved under 
subchapter 1. X. XIV. or XVI of this chapter, or part 
A or part £ of subchapter IV of this chapter (includ-
ing pregnant women deemed by the 8tate to be receiv-
ing such aid at authorized in section 606(g) of this UUe 
and individuals considered by the 8iate to be receiving 
such aid as authorized under section 614(g) of this 
Utle). or with respect to whom supplemental security 
income benefits are being paid under subchapter XVI 
of this chapter; and'*. 
Bubsec. (aXKXAXIXl). Pub. L 96-178. | ftke). substi-
tuted "section S02(sXI7) or 406(h) of this UUe" for 
"•ection S02(aX37) of this UUe". 
Bubsec. (SX13XA). Pub. L. SS-369. 12373(bX6). made 
clarifying amendment by striking out "(A)" and all 
that follows through "hospital" the first place It ap-
pears and inserting in Ueu thereof "(A) for payment 
(except m-here the State agency Is subject to an order 
under section 1396m of this XXlXt) of the hospital", re-
sulting in no change in text. 
Bubsec. UX13XB). (C). Pub. L 98-369. 12314(b). 
added subpar. (B) and redesignated former subpar. (B) 
as(C). 
Bubsec. (SX20XB). Pub. L. 88-360. 1237KbX4). sub-
stituted "periodic" for "periodical". 
Bubsec. (aX20XC). Pub. L. 98-369. |2373(bX5). 
struck out reference to secUon 803(sxixAXi) and (U) 
of this UUe. 
Bubsec. (aX26). Pub. L. 96-369. f 2368(b). in amend-
ing par. (26) generally, revised existing provisions to 
continue their application to review of inpatient 
mental hospital service programs, and to sever provi-
sions relating to review of skilled nursing programs. 
Bee par. (31) of this section. 
Bubsec. (SX26XBXU). Pub. U 98-617. |3(aX7), re-
pealed the amendment made by Pub. L. 98-369. |2373(bX6). See below. 
Pub. 1* 98-369. | 2373(bX6). provided that cl (ii) Is 
amended by substituting "facilities" for "homes". 
Bubsec. (SX26XC). Pub. L. 98-617. |3(bX10). re-
aligned margin of subpar. (C). 
Bubsec. (aX26) Pub. L. 98-869. 12335(e). struck out 
"and tuberculosis" after "mental diseases". 
Bubsec. (aX30). Pub. L. 98-369. | 2363(aXlXA). desig-
nated existing provisions as subpar. (A) and added 
subpar. (B). 
Bubsec. (SX31). Pub. L. 98-369. 12368(a). In amend-
ing par. (31) generally, revised existing provisions to 
cover review of skilled nursing facilities. 
Bubsec. UX33XA). Pub. U 98-369. |2373(bX7). sub-
stituted "second sentence" for "penultimate sen-
tence". 
Bubsec. (eX42). Pub. L. 98-869. 12973(bX8). substi-
tuted "subchapter" for "part" after "audits conducted 
for purposes of such". 
Bubsec (SX43). Pub. X* 98-369. I 2303(gXl). redesig-
nated par. (44) as (43). and struck out former par. (43) 
which provided that If the 8tate plan makes provision 
for payment to a physician for laboratory services the 
performance of which such physician, or other physi-
cian with whom he shares his practice, did not person-
ally perform or supervise, the plan include provision 
to insure that payment for such services not exceed 
the payment authorised by section 1995u(h) of this 
UUe. 
Bubsec. (aX4f). Pub. 2* 98-849. |2843(aXlXB). 
added par. (44). 
Pub. U 98-969. |280l(gXlXC). redesignated former 
par, (44) as (41). 
Bubsec (SX45). Pub. I* 98-849.12847(a). added par. 
(46). 
Bubsec (4X46). Pub. IV 98-849.12861(c), added par. 
(46) 
Bubsec (a), loll. par. (46). Pub. L 98-869. 
1237KbX9), substituted "The provisions of paragraph 
(9XA). (81). and (13) and of section lSWtxixo of this 
UUe shall not apply to" for "For purposes of para-
graph (9XA). (36). (61). and (33). and of section 
1296b(lX4) of this UUe. the term 'skilled nursing facili-
tr' and nursing home' do not include". 
Pi t* 939 TITLE 42-THE PUBLIC HEALTH AND WELFARE • 1396a 
Subscc <eX4). rub. L 99-969. | 1962(a), added par. 
Subsec. (f) Pub. L 99-369. I 2373<bX10), substituted 
••paragraph I10KAT and ••paragraph (10 MO" for 
"clause UOXA)'' and "clause OOXO", respectively, 
wherever appearing• 
EmcTtYt DATX or 1994 AtforaMEjrrs 
Amendment by Rub. L 98-617 effective at If origi-
nally included In the Deficit Reduction Act of 1984. 
Pub L 96 369. eee tecuon 3<c) of Pub. L 96-617, aet 
out ai a note under section 1395f of this tiUe. 
Amendment by section 2303<gHi) of Pub. L 94-369 
applicable to clinical diagnostic laboratory testa fur-
nished on or after July 1. 1984. but not applicable to 
clinical diagnostic laboratory tests furnished to inpa-
tients of a provider operating under a waiver granted 
pursuant to section 602<k> of Pub. L 98 21. set out as 
a note under section 1395y of this title, see section 
1303 JKD and (3) of Pub. L 98 368. get out as a note 
under section 1395/ of this title. 
Section 23l4<cX3> of Pub. L 94-369 provided that: 
•*(A) Except as provided in subparagraph (B). the 
amendments made by subsection (b) (amending 
aubsec. <aM13> of this section) shall apply to medical 
assistance furnished on or after October 1.1984. 
"(B) In the case of a State plan for medical assist 
ance under title XIX of the Social Security Act (this 
subchapter] which the Secretary of Health and 
Human Services determines requires State legislation 
In order for the plan to meet the additional require-
ment Imposed by the amendments made by this sec* 
tion (amending sections 1395x and 1396s of this title 
and enacting provisions set out as a note under section 
1395x of this title], the State plan shall not be regard-
ed as failing to comply with the requirements of such 
title solely on the basis of its failure to meet this addi-
tional requirement before the first day of the first cal-
endar quarter beginning after the close of the first 
regular session of the Bute legislature that begins 
after the date of the enactment of this Act (July 16, 
1964).M 
Amendment by section 9335(e) of Pub. L 99-369 ef-
fective July 18. 1964. see section 2335(f) of Pub. L. 
99-369. aet out as a not* under section 1395f of this 
title. 
Section 2361(d) of Pub. L 99-369 provided that 
**U) Except as provided in paragraph (2). the amend-
ments made by this section (amending sections 906, 
1396a. and 1396d of this title] shall apply to calendar 
Quarter! beginning on or after October 1, 1964, with-
out regard to whether or not final regulations to carry 
out such amendments have been promulgated by such 
date. 
"(2) In the ease of a Bute plan for medical assist-
ance under title XIX of the Social Security Act (this 
subchapter] which the Secretary of Health and 
Human Services determines requires 8tate legislation 
In order for the plan to meet the additional require-
menu imposed by the amendments made by this sec-
tion, the Bute plan shall not be regarded as falling to 
oomply with the requirements of such title solely on 
the basis of its failure to meet these additional re-
quirements before the first day of the first calendar 
quarter beginning after the dose of the first refular 
session of the Bute legislature that begins after the 
date of the enactment of this Act (July 18.19643" 
Section 1363(b) of Pub. L 99-369 provided that 
"The amendment made by subsection (a) (adding 
aubsec <eM4) of this section) shall apply to children 
pom on or after October 1.1994.** 
Amendment by section 2363<sXl) of Pub. L 99-969 
applicable to calendar quarters beginning on or after 
July 19. 1994. except that. In the ease of individuals 
admitted to skilled nursing facilities before that date, 
the amendment shall not require rscertlficaUons 
sooner or more frequently than were required under 
the law In effect before that date, see section 2363(c) 
of Pub L 99-999. set out as a note under section 1999b 
wfthtoUUe. 
Section 2367(c) of Pub. L 99-369 provided that: 
-(1) Except as provided in paragraph (2). the amend-
ments made by this section (amending sections 1396a 
and 1396k of this title] ^hMll become effective on Octo-
ber 1.1964. 
"(2) In the case of a State plan for medical assist-
ance under title XIX of the Social Security Act (this 
subchspter] which the Secretary of Health and 
Human Services determines requires State legislation 
In order for the plan to meet the additional require-
ment imposed by the amendments made by this sec-
tion, the State plan shall not be regarded as failing to 
comply with the requirements of such title solely on 
the basis of its failure to meet this additional require-
ment before the first day of the first calendar quarter 
beginning after the close of the first regular session of 
the State legislature that begins after the date of the 
enactment of this Act (July 18.1984)." 
Section 2368(c) of Pub. L 99-369 provided that: 
"The amendments made by this section (amending 
aubsec. (aX26) and (31) of this section) shall become 
effective on the date of the enactment of this Act 
(July 18.1994)." 
Amendment by section 2651(c) of Pub. L 99-369 ef-
fective Apr. 1, 1985. except as otherwise provided, see 
section 2651UX2) of Pub. L 98-369. set out as an Ef-
fective Date note under section 13206-7 of this title. 
PATMXKT FOB PSYCXXATVJC HOSPITAL Slavics* 
Section 2366 of Pub. L 96-369 provided that: "The 
provisions of section 1902(s)(13) of the Social Security 
Act (42 V£C 1396a(s)U3», In so far as they require a 
reduction of the amount of payment otherwise to be 
made to a public psychiatric hospital due to the level 
of care received in such hospital, shall not apply to 
payments to hospitals before July 1, 1985. and such a 
reduction made for payments during the 12-month 
period ending June 30. 1986. and during the 12-month 
period ending June 30, 1987, shall be one-third and 
two-thirds, respectively, of the amount of the reduc-
tion which would have been made without regard to 
this section.** 
lioaAToanns o* RsoxTLtToav Actions rr SsatsrsjtY 
Section 2373(c) of Pub. L 99-369 provided that: 
M(l) The Secretary of Health and Human Services 
shall not take any compliance, disallowance, penalty. 
or other regulatory action against a Bute during the 
moratorium period described In paragraph (2) by 
reason of such State's plan under title XIX of the 
Social Security Act (42 U.S.C. 1396 et seq.) being de-
termined to be In violation of section 
1902(aX10XCXiXllI) Of such Act (42 U.S.C. 
1896a(aX10XCXlXlII)) on account of such plan's 
having a standard or methodology which the Secre-
tary interprets as being leas restrictive than the stand-
ard or methodology required under such section. 
-(2) The moratorium period Is the period beginning 
on the date of the enactment of this Act (July 18. 
1994) and ending 18 months after the date on which 
the Secretary submits the report required under pars-
graph (3). 
"(3) The Secretary shall report to the Congress 
within 13 months after the date of the enactment of 
this Act (July 16. 1964) with respect to the appropri-
ateness, and Impact on States and recipients of medi-
cal assistance, of applying standards and methodolo-
gies utilised in cash assistance programs to those re-
cipients of medical assistance who do not receive cash 
assistance, and any recommendations for changes In 
such requirements, 
"(4) Ho provision of law shall repeal or suspend the 
moratorium Imposed by this subsection unless such 
provision specifically amends or repeals this subeec-
l lJHfc TITLE 42-THE PUBUC HEALTH AND WELFARE Page MO 
tamo* Rsrntaxs TO DI Omi Sarnoas 
This section is referred to In sections SOOe-H. 705, 
1315. 1320s-7a 13821. 1395v. 1395cc. 1395U. 1396b. 
1396c. 139*d. 1396f. 13961. 1396J. 1396a 13960, 4723. 
•022. 6043 Of this UUe. 
• 11Kb Pa/awnl * Slates 
t£ee main edition for text of la) to (/)) 
Cg) Decrease In Federal medics! assistance percentage 
•f amounts said for services furnished ander 
Bute nUn after June 30,1973 
CI) 6ubject to paragraph (3), with respect to 
amounts paid for the following services fur-
nished under the State plan after June 30,1073 (other than services furnished pursuant to a 
contract with a health maintenance organiza-
tion as defined in section 1395mm of this title 
or which is a qualified health maintenance or-
ganization (as defined in section 300e-9(d) of 
this title)), the Federal medical assistance per-
centage shall be decreased as follows: After an 
individual has received inpatient hospital serv-
ices or intermediate care facility services for 60 
days, skilled nursing facility services for 30 
days, or inpatient mental hospital services for 
90 days (whether or not such days are consecu-
tive), during any fiscal year, the Federal medi-
cal assistance percentage with respect to 
amounts paid for any such care furnished 
thereafter to such individual shall be decreased 
by a per centum thereof (determined under 
paragraph (5)) unless the State agency respon-
sible for the administration of the plan makes a 
showing satisfactory to the Secretary that, with 
respect to each calendar quarter for which the 
State submits a request for payment at the full 
Federal medical assistance percentage for 
amounts paid for inpatient hospital services, 
skilled nursing facility services, or intermediate 
care facility services furnished beyond 60 days (or inpatient mental hospital services furnished 
beyond 90 days), such State has an effective 
program of medical review of the care of pa-
tients in mental hospitals, skilled nursing facili-
ties, and intermediate care facilities pursuant 
to paragraphs (26) and (31) of section 1396a(a) 
of this title whereby the professional manage-
ment of each case is reviewed and evaluated at 
least annually by independent professional 
review teams. In determining the number of 
days on which an individual has received serv-
ices described in this subsection, there shall not 
be counted any days with respect to which such 
Individual Is entitled to have payments made (In whole or in part) on his behalf under sec-
tion 1395d of this UUe. 
ISee main edition for text of it) and (J» 
(4) (See main edition for text Q/U)3 (B) The Secretary ahall find a showing of a 
State, with respect to a calendar quarter under 
paragraph (1), to be satisfactory under such 
paragraph with respect to the requirement that 
the State conduct annual onslte inspections in 
mental hospitals, skilled nursing facilities, and 
intermediate care facilities under paragraphs (26) and (31) of section 1396a(a) of this UUe. If 
the showing demonstrates that the State has 
conducted such an onslte inspecUon during Use 
12-month period ending on the last date of the 
calendar quarter— 
(I) in each of not less than 98 per centum of 
the number of such hospitals and faciliUes re-
quiring such inspection, and 
(II) in every such hospital or facility which 
has 200 or more beds. 
and that, with respect to such hospitals and fa-
cilities not inspected within such period, the 
State has exercised good faith and due dili-
gence in attempting to conduct such inspecUon, 
or if the State demonstrates to the satisfacUon 
of the Secretary that It would have made such 
a showing but for failings of a technical nature 
only. 
ISee main edition for tat of (f)) 
(SKA) Recertifications required under section 
1396a(a)<44) of this title shall be conducted at 
least every 60 days in the case of inpatient hos-
pital services. 
(B) Such recertifications In the case of skilled 
nursing facility services shall be conducted at 
least-
(1) 20 days after the date of the initial certi-
fication, 
(li) 60 days after the date of the initial cer-
tification, 
(Hi) 90 days after the date of the initial cer-
tification, and 
(Iv) every 60 days thereafter. 
(C) Such recertifications in the case of inter-
mediate care facility services shall be conducted 
at least-
(1) 60 days after the date of the initial certi-
fication, 
(ii) 160 days after the date of the initial cer-
tification, 
(ill) 12 months after the date of the initial 
certification, 
(iv) 16 months after the date of the initial 
certification, 
(v) 24 months after the date of the initial 
oertif IcaUon, and 
(tl) every 12 months thereafter. 
(D) For purposes of determining compliance 
with the schedule established by this para-
graph, a recertificaUon shall be considered to 
have been done on a timely basis if it was per-
formed not later than 10 days after the date 
the recertificaUon was otherwise required and 
the 8tate establishes good cause why the physi-
cian or other person making such recertifica-
Uon did not meet such schedule. 
(7) It is the duty and responsibility of the 
Secretary to assure that standards which 
govern the provision of eare in skilled nursing 
facilities and intermediate care faciliUes under 
plans approved under this subchapter, and the 
enforcement of such standards, are adequate to 
protect the health and safety of residents and 
to promote the effecUve and efficient use of 
public moneys. 
ISee main edition for text of (*)] 
Addendum 6 
42 CW Ch. IV (10-1-86 Utttefi) 
needy In Subpart H and the medically 
needy In Subpart I of this part. 
ttt rn 02250. Dec l i . toooi 
• 06.103 Applications for other benefit* 
(a) As a condition of eligibility, the 
atency must require applicanu and re* 
ciplentt to take all necessary steps to 
obtain any annuities, pensions, retire-
ment, and disability benefits to which 
they are entitled, unless they can 
show good cause for not doing so. 
<b) Annuities, pensions, retirement 
and disability benefits include, but are 
not limited to, veterans' compensation 
and pensions, OASDI benefits, rail-
road retirement benefits, and unem-
ployment compensation. 
14*6.104 Assignment ©f rights to benefits. 
For medical assistance furnished on 
or after October 1,1904-
(s) As a condition of eligibility, the 
agency must require legally able appli-
cants and recipients to assign rights to 
medical support or other third party 
payments to the Medicaid agency and 
to cooperate with the agency in ob-
taining medical support or payments. 
(Part 433, Subpart D, contains specific 
requirements for these assignments.) 
(b) The requirements for assignment 
of rights must be applied uniformly 
for all groups covered under the plan. 
ISO PR 40104, Kerr. II1905) 
Subpart H—ftfusndnl toqiriromoftts 
for M M Categorically Needy 
• 416.700 Scope. 
This subpart prescribes financial re-
quirements for determining the eligi-
bility of categorically needy individ-
uals under Subparts B and C of this 
part. The requirements apply only to 
Individuals who are not receiving 
AFDC. 861, or an optional 8tate sup-
plement The financial eligibility re-
quirements of AFDC, 681. or the 8tate 
supplement apply to Individuals re-
ceiving those payments. This subpart 
also prescribes requirements for apply-
ing an institutionalized recipient's 
Income to cost of care. 
PlK&HClAL RSQUIRSlCDfTS APTUCABLS 
TO OPTIONAL Gftours: FAMILIES a n 
CHILDSJDI 
I4S6.7U General requirements. 
In determining eligibility for fami-
lies and children, a Medicaid agency 
must apply the financial eligibility re-
quirements of the State's AFDC plan. 
1436.712 Financial responsibility at 
spouses and parents. 
(a) For families and children, the 
agency must consider income and re-
sources of spouses or parents as avail-
able to the individual whether or not 
they are actually contributed, if they 
live in the same household. For this 
purpose, "parent** includes a steppar-
ent if he is equally liable with the nat-
ural parent for the support of children 
under State law of general applicabil-
ity (b) If the spouse or parent does not 
live with the individual, the agency 
must consider only income and re-
sources that are actually contributed 
to the individual from a parent or 
spouse as available to him. (c) Even if State law confers adult 
status below age 21, the agency must 
consider parental income and re-
sources as available to a child, if he is 
living with the parent, until he be-
comes 21. 
PXHAHCIAL ELIGIBILITY Rsqunmcnrrs 
ArrucAiLi TO OFTIOHAL GROUTS: 
THZ AGO, BLIKD, AJCD DISABLED X* 
8TATBS Covninc IwomDUALS Rs-
aDTXHC8S2 
• 406.721 General reaniraeenta 
Ca) This section applies when an 
agency provides Medicaid to— (1) All 8SI recipients or to all SSI re-
cipients and to SUte supplement re-
cipients; and 
(2) One or more of the optional cov-
erage groups specified in 11435.210 (eligible for but not receiving cash), 
435.211 and 435.231 (institutionalised 
Individuals). 
Cb) If the agency, under 1435.120, 
provides Medicaid to 8SI recipients 
but not to optional State supplement 
recipients, it must use the 661 finan-
cial eligibility requirements to deter-
•6 
Addendum 7 
42 USCS § 601, n 10 SOCIAL SECURITY ACT 
We under conditions in each state; therefore, 
regulations are valid, Jacquet v Westcrfteld 
(1971, CA5 U ) $69 F2d 1)39. 
HEW (now HHS) regulation providing that 
aute any recoup overpayments from current 
aasistancc payments as long as reductions in 
assistance art within "reasonable limits" and do 
mot cause "undue hardship** to recipient* is to he 
construed as act authorizing recoupment if it 
would deprive parent or child of shelter or 
subsistence aecessary for maintenance of mini-
mum standard of health and well-being, and 
therefore does sot conflict with Social Security 
Act (42 USCS | f 601. 6O2(iX10)). Harrell v 
Harder (1974. DC Coon) 369 F Supp 110, II 
FRScrv2d 1211. 
Federal regulations are violated by Sute De-
partment of Public Aid policy and practice of 
recoupment from current assistance payments 
without consideration on ease-by<ase basis of 
whether proposed reduction would cause assis-
tance unit undue hardship Howell v Trainor 
(1977, ND 111) 432 F Supp 123$. 
an 
Form of notice proposed by state Department 
of Public Aid with respect to reasons for cancel-
lation or reduction of AFDC grants is insuffi-
cient where, although notice states ultimate rea-
son lor reduction or cancellation of benefits, it 
sails to provide recipient with breakdown of 
income and allowable deductions, and therefore 
recipient has little protection against errors com-
mitted by Department in determining amount of 
his grant. Diida v Quern (1980, CA7 111) 612 
F2d 1055, cert den 447 US 935, 65 L Ed 2d 
11)0. 100 S O 3039 and (disagreed with Oarrett 
v Puett (CA6 Tenn) 707 F2d 930). 
Goldberg does not require prior aotice and 
hearing when termination of assistance is pro-
duced by state-wide policy changes la welfare 
programs implemented pursuant to agency's leg-
islative rule-making function. Whitfield v King 
(1973, MD Ala) 364 F Supp 1296. supp op (MD 
Ala) 399 F Supp 348, affd 431 US 910. 53 L Ed 
2d 221, 97 S O 2166. 
Annoutkms: 
Sufficiency of notice or hearing required prior 
to termination of welfare benefits 47 ALR3d 
277. 
IX Judicial review 
Review of state welfare regulations under 
-least restrictive alternative" doctrine to insure 
that public assistance to poor persons is provided 
in manner not unnecessarily destructive of family 
unity is not mandated by: (1) goal of AFDC 
program to encourage care of dependent children 
in their own homes or homes of relatives set 
forth at 42 USCS f 601; or (2) by requirement of 
42 USCS {602(aK15) that each sute submit 
plan -for preventing or reducing incidence of 
births out of wedlock and otherwise strengthen-
ing family life." Black v Beame (1977, CA2 NY) 
550F2d§15. 
Claimants asserting state policy violates rights 
under Equal Protection clause of Fourteenth 
Amendment and conflicts with various provi-
sions of Social Security Act of 1935 (42 USCS 
f § 601 el seq ] can recover attorneys fees pursu-
ant to 42 USCS J§ 1983. 1988 even if recovery is 
based on claims other than constitutionally-based 
ones. Lund v Affleck (1977, DC Rl) 442 F Supp 
1109, affd (CA1 Rl) 587 F2d 75. 
§602. State plans for aid and aerrices to needy families with 
children; contents; approval by Secretary; records and reports; 
treatment of earned income advances 
(a) Contents. A Sute plan for aid and services to needy families with 
children must— 
(1) provide that it shall be in effect in all political subdivisions of the 
State, and, if administered by them, be mandatory upon them; 
(2) provide for financial participation by the State; 
(3) either provide for the establishment or designation of a single Sute 
agency to administer the plan, or provide for the establishment or 
designation of a single Sute agency to supervise the administration of 
the plan; 
(4) provide for granting an opportunity for a fair hearing before the 
Sute agency to any individual whose claim for aid to families with 
38 
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dependent children is denied or is not acted upon with reasonable 
promptness; 
(5) provide such methods of administration (including after January 1, 
1940, methods relating to the establishment and maintenance of person-
nel standards on a merit basis, except that the Secretary shall exercise 
no authority with respect to the selection, tenure of office, and compen-
sation of any individual employed in accordance with such methods) as 
are found by the Secretary to be necessary for the proper and efficient 
operation of the plan; 
(6) provide that the State agency will make such reports, in such form 
and containing such information, as the Secretary may from time to 
time require, and comply with such provisions as the Secretary may 
from time to time find necessary to assure the correctness and verifica-
tion of such reports; 
(7) except as may be otherwise provided in paragraph (8) or (31) and 
section 415 [42 USCS § 615], provide that the State agency— 
(A) shall, in determining need, take into consideration any other 
income and resources of any child or relative claiming aid to families 
with dependent children, or of any other individual (living in the 
same home as such child and relative) whose needs the State deter-
mines should be considered in determining the need of the child or 
relative claiming such aid; 
(B) shall determine ineligible for aid any family the combined value of 
whose resources (reduced by any obligations or debts with respect to 
such resources) exceeds SI,000 or such lower amount as the State 
may determine, but not including as a resource for purposes of this 
subparagraph (i) a home owned and occupied by such child, relative, 
or other individual and so much of the family member's ownership 
interest in one automobile as does not exceed such amount as the 
Secretary may prescribe, (ii) under regulations prescribed by the 
Secretary, burial plots (one for each such child, relative, and other 
individual), and funeral agreements or (iii) for such period or periods 
of time as the Secretary may prescribe, real property which the family 
is making a good-faith effort to dispose of, but any aid payable to the 
family for any such period shall be conditioned upon such disposal, 
and any payments of such aid for that period shall (at the time of the 
disposal) be considered overpayments to the extent that they would 
not have been made had the disposal occurred at the beginning of the 
period for which the payments of such aid were made; and 
(Q may, in the case of a family claiming or receiving aid under this 
part [42 USCS §§601 et seq] for any month, take into consideration 
as income (to the extent the State determines appropriate, as specified 
in such plan, and notwithstanding any other provision of law)— 
(i) an amount not to exceed the value of the family's monthly 
allotment of food stamp coupons, to the extent such value dupli-
cates the amount for food included in the maximum amount that 
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would be payable under the State plan to a family of the tame 
composition with no other income; and 
(ii) an amount not to exceed the value of any rent or housing 
subsidy provided to such family, to the extent such value duplicates 
the amount for housing included in the maximum amount that 
would be payable under the State plan to a family of the same 
composition with no other income; 
(8XA) provide that, with respect to any month, in making the determi-
nation under paragraph (7), the State agency— 
(i) shall disregard all of the earned income of each dependent child 
receiving aid to families with dependent children who is (as 
determined by the State in accordance with standards prescribed by 
the Secretary) a full-time student or a part-time student who is not 
a full-time employee attending a school, college, or university, or a 
course of vocational or technical training designed to fit him for 
gainful employment; 
(ii) shall disregard from the earned income of any child or relative 
applying for or receiving aid to families with dependent children, or 
of any other individual (living in the same home as such relative 
and child) whose needs are taken into account in making such 
determination, the first $75 of the total of such earned income for 
such month; 
(iii) shall disregard from the earned income of any child, relative, 
or other individual specified in clause (ii), an amount equal to 
expenditures for care in such month for a dependent child, or an 
incapacitated individual living in the same home as the dependent 
child, receiving aid to families with dependent children and requir-
ing such care for such month, to the extent that such amount (for 
each such dependent child or incapacitated individual) does not 
exceed $160 (or such lesser amount as the Secretary may prescribe 
in the case of an individual not engaged in full-time employment or 
not employed throughout the month); 
(iv) shall disregard from the earned income of any child or relative 
receiving aid to families with dependent children, or of any other 
individual (living in the same home as such relative and child) 
whose needs are taken into account in making such determination, 
an amount equal to (I) the first $30 of the total of such earned 
income not disregarded under any other clause of this subpara-
graph plus (II) one-third of the remainder thereof (but excluding, 
for purposes of this subparagraph, earned income derived from 
participation on a project maintained under the programs estab-
lished by section 432(b)(2) and (3) [42 USCS § 632(b)(2), (3)J); 
(v) may disregard the income of any dependent child applying for 
or receiving aid to families with dependent children which is 
derived from a program carried out under the Job Training 
Partnership Act (as originally enacted), but only in such amounts, 
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and for such period of time (not to exceed six months with respect 
to earned income) as the Secretary may provide in regulations; 
(vi) shall disregard the first SSO of any child support payments 
received in such month with respect to the dependent child or 
children in any family applying for or receiving aid to families with 
dependent children (including support payments collected and paid 
to the family under section 457(b) [42 USCS § 657(b)]); and 
(vii) may disregard all or any part of the earned income of a 
dependent child who is a full-time student and who is applying for 
aid to families with dependent children, but only if the earned 
income of such child is excluded for such month in determining the 
family's total income under paragraph (18); 
(B) provide that (with respect to any month) the State agency— 
(i) shall not disregard, under clause (ii), (iii), or (iv) of subpara-
graph (A), any earned income of any one of the persons specified in 
subparagraph (AX») if such person— 
(I) terminated his employment or reduced his earned income 
without good cause within such period (of not less than thirty 
days) preceding such month as may be prescribed by the 
Secretary; 
(II) refused without good cause, within such period preceding 
such month as may be prescribed by the Secretary, to accept 
employment in which he is able to engage which is offered 
through the public employment offices of the State, or is other-
wise offered by an employer if the offer of such employer is 
determined by the State or local agency administering the State 
plan, after notification by the employer, to be a bona fide offer of 
employment; or 
(III) failed without good cause to make a timely report (as 
prescribed by the State plan pursuant to paragraph (14)) to the 
State agency of earned income received in such month; and 
(UXI) shall not disregard— 
(a) under subclause (II) of subparagraph (AXiv), in a case 
where such subclause has already been applied to the income 
of the persons involved for four consecutive months while 
they were receiving aid under the plan, or 
(b) under subclause (I) of subparagraph (AXiv), in a case 
where such subclause has already been applied to the income 
of the persons involved for twelve consecutive months while 
they were receiving aid under the plan, 
any earned income of any of the persons specified in subpara-
graph (AXii)» if. with respect to such month, the income of the 
persons so specified was in excess of their need, as determined by 
the State agency pursuant to paragraph (7) (without regard to 
subparagraph (AXiv) of this paragraph), unless the persons 
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received aid under the plan in one or more of the four months 
preceding such month; and 
(II) in the case of the earned income of a person with respect to 
whom subparagraph (AXiv) has been applied for four consecu-
tive months, shall not apply the provisions of subclause (II) of 
such subparagraph to any month after such month, or apply the 
provisions of subclause (I) of such subparagraph to any month 
after the eighth month following such month, for so long as he 
continues to receive aid under the plan, and shall not apply the 
provisions of either such subclause to any month thereafter until 
the expiration of an additional period of twelve consecutive 
months during which he is not a recipient of such aid; and 
( Q provide that in implementing this paragraph the term "earned 
income" shall mean gross earned income, prior to any deductions for 
taxes or for any other purposes; 
(9) provide safeguards which restrict the use or disclosure of information 
concerning applicants or recipients to purposes directly connected with 
(A) the administration of the plan of the State approved under this part 
[42 USCS §§601 et seq], the plan or program of the State under part B, 
Cf or D of this title [42 USCS §§ 620 et seq., 630 et seq., 651 et seq] or 
under title I, X, XIV, XVI, XIX, or XX [42 USCS §§ 301 et seq., 1201 
et seq., 1351 et seq., 1381 et seq., 1396 et seq., 1397 et seq.], or the 
supplemental security income program established by title XVI [42 
USCS §§1381 et seq], (B) any investigation, prosecution, or criminal or 
civil proceeding, conducted in connection with the administration of any 
such plan or program, (C) the administration of any other Federal or 
federally assisted program which provides assistance, in cash or in kind, 
or services, directly to individuals on the basis of need, and (D) *ny 
audit or similar activity conducted in connection with the administration 
of any such plan or program by any governmental entity which is 
authorized by law to conduct such audit or activity; and the safeguards 
so provided shall prohibit disclosure, to any committee or legislative 
body (other than an entity referred to in clause (D) with respect to an 
activity referred to in such clause), of any information which identifies 
by name or address any such applicant or recipient; but such safeguards 
shall not prevent the State agency or the local agency responsible for the 
administration of the State plan in the locality (whether or not the State 
has enacted legislation allowing public access to Federal welfare records) 
from furnishing a Sute or local law enforcement officer, upon his 
request, with the current address of any recipient if the officer furnishes 
the agency with such recipient's name and social security account 
number and satisfactorily demonstrates that such recipient is a fugitive 
felon, that the location or apprehension of such felon is within the 
officer*! official duties, and that the request is made in the proper 
exercise of those duties; 
(10XA) provide that all individuals wishing to make application for aid 
to families with dependent children shall have opportunity to do so, 
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and that aid to families with dependent children shall, subject to 
paragraphs (25) and (26), be furnished with reasonable promptness to 
all eligible individuals; and 
(B) provide that an application for aid under the plan will be effective 
no earlier than the date such application is filed with the State agency 
or local agency responsible for the administration of the Sute plan, 
and the amount payable for the month in which the application 
becomes effective, if such application becomes effective after the first 
day of such month, shall bear the same ratio to the amount which 
would be payable if the application had been effective on the first day 
of such month as the number of days in the month including and 
following the effective date of the application bears to the total 
number of days in such month; 
(11) provide for prompt notice (including the transmittal of all relevant 
information) to the State child support collection agency (established 
pursuant to part D of this title [42 USCS §§651 et seq.]) of the 
furnishing of aid to families with dependent children with respect to a 
child who has been deserted or abandoned by a parent (including a child 
born out of wedlock without regard to whether the paternity of such 
child has been established); (12) provide, effective October 1, 1950, that 
no aid will be furnished any individual under the plan with respect to 
any period with respect to which he is receiving old-age assistance under 
the Sute plan approved under section 2 of this Act [42 USCS § 302); 
(13) with respect to families who are required to report monthly to the 
Sute agency pursuant to paragraph (14) (and at the option of the Sute 
with respect to other families), provide that— 
(A) except as provided in subparagraph (B), the sute agency (i) will 
determine a family's eligibility for aid for a month on the basis of the 
family's income, composition, resources, and other similar relevant 
circumstances during such month, and (ii) will determine the amount 
of such aid on the basis of the income and other relevant circum-
stances in the first or, at the option of the State (but only where the 
SecreUry determines it to be appropriate, in the case of families who 
are required to report monthly to the State agency pursuant to 
paragraph (14)), second month preceding such month; and 
(B) in the case of the first month, or at the option of the Sute (but 
only where the SecreUry determines it to be appropriate, in the case 
of families who are required to report monthly to the Sute agency 
pursuant to paragraph (14)), the first and second months, in a period 
of consecutive months for which aid is payable, the Sute agency will 
determine the amount of aid on the basis of the family's income and 
other relevant circumstances in such first or second month; 
(14) with respect to families in the category of recent work history or 
earned income cases (and at the option of the Sute with respect to 
families in other categories), provide (A) that the Sute agency will 
require each family to which it furnishes aid to families with dependent 
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children (or to which it would provide such aid but for paragraph (22) 
or (32)) to report, as a condition to the continued receipt of such aid (or 
to continuing to be deemed to be a recipient of such aid), each month to 
the State agency on— 
(t) the income received, family composition, and other relevant 
circumstances during the prior month; and 
(ii) the income and resources it expects to receive, or any changes 
in circumstances affecting continued eligibility or benefit amount, 
that it expects to occur, in that month (or in future months); 
except that (with the prior approval of the Secretary in recent work 
history and earned income cases) the State may select categories of 
recipients who may report at specified less frequent intervals upon a 
determination that to require individuals in such categories to report 
monthly would result in unwarranted expenditures for administration 
of this paragraph; and 
(B) that, in addition to whatever action may be appropriate based on 
other reports or information received by the State agency, the State 
agency will take prompt action to adjust the amount of assistance 
payable, as may be appropriate, on the basis of the information 
contained in the report (or upon the failure of the family to furnish a 
timely report), and will give an appropriate explanatory notice, 
concurrent with its action, to the family; 
(15) provide (A) for the development of a program, for each appropriate 
relative and dependent child receiving aid under the plan and for each 
appropriate individual (living in the same home as a relative and child 
receiving such aid) whose needs are taken into account in making the 
determination under paragraph (7), for preventing or reducing the 
incidence of births out of wedlock and otherwise strengthening family 
life, and for implementing such program by assuring that in all appro-
priate cases (including minors who can be considered to be sexually 
active) family planning services are offered to them and are provided 
promptly (directly or under arrangements with others) to all individuals 
voluntarily requesting such services, but acceptance of family planning 
services provided under the plan shall be voluntary on the part of such 
members and individuals and shall not be a prerequisite to eligibility for 
or the receipt of any other service under the plan; and (B) to the extent 
that services provided under this paragraph are furnished by the staff of 
the State agency or the local agency administering the State plan in each 
of the political subdivisions of the State, for the establishment of a single 
organizational unit in such State or local agency, as the case may be, 
responsible for the furnishing of such services; 
(16) provide that where the State agency has reason to believe that the 
home in which a relative and child receiving aid reside is unsuitable for 
the child because of the neglect, abuse, or exploitation of such child it 
shall bring such condition to the attention of the appropriate court or 
law enforcement agencies in the State, providing such data with respect 
to the situation it may have; 
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(17) provide that if a child or relative applying for or receiving aid to 
families with dependent children, or any other person whose need the 
State considers when determining the income of a family, receives in any 
month an amount of earned or unearned income which, together with 
all other income for that month not excluded under paragraph (8), 
exceeds the State's standard of need applicable to the family of which he 
is a member— 
(A) such amount of income shall be considered income to such 
individual in the month received, and the family of which such person 
is a member shall be ineligible for aid under the plan for the whole 
number of months that equals (i) the sum of such amount and all 
other income received in such month, not excluded under paragraph 
(8), divided by (ii) the standard of need applicable to such family, and 
(B) any income remaining (which amount is less than the applicable 
monthly standard) shall be treated as income received in the first 
month following the period of ineligibility specified in subparagraph 
(A); 
except that the State may at its option recalculate the period of 
ineligibility otherwise determined under subparagraph (A) (but only with 
respect to the remaining months in such period) in any one or more of 
the following cases: (i) an event occurs which, had the family been 
receiving aid under the State plan for the month of the occurrence, 
would result in a change in the amount of aid payable for such month 
under the plan, or (ii) the income received has become unavailable to 
the members of the family for reasons that were beyond the control of 
such members, or (iii) the family incurs, becomes responsible for, and 
pays medical expenses (as allowed by the State) in a month of ineligibil-
ity determined under subparagraph (A) (which expenses may be consid-
ered as an offset against the amount of income received in the first 
month of such ineligibility); 
(18) provide that no family shall be eligible for aid under the plan for 
any month if, for that month, the total income of the family (other than 
payments under the plan), without application of paragraph (8), other 
than paragraph (8)(AXv), exceeds 185 percent of the State's standard of 
need for a family of the same composition, except that in determining 
the total income of the family the State may exclude any earned income 
of a dependent child who is a full-time student, in such amounts and for 
such period of time (not to exceed 6 months) as the State may 
determine; 
(19) provide— 
(A) that every individual, as a condition of eligibility for aid under 
this part [42 USCS §§601 et seq], shall register for manpower 
services, training, employment, and other employment-related activi-
ties (including employment search, not to exceed eight weeks in total 
in each year) with the Secretary of Labor as provided by regulations 
issued by him, unless such individual is— 
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(t) a child who is under age 16 or attending, full-time, an elemen-
tary, secondary, or vocational (or technical) school; 
(ii) a person who is ill, incapacitated, or of advanced age; 
(iii) a person so remote from a work incentive project that his 
effective participation is precluded; 
(iv) a person whose presence in the home is required because of 
illness or incapacity of another member of the household; 
(v) the parent or other relative of a child under the age of six who 
is personally providing care for the child with only very brief and 
infrequent absences from the child; 
(vi) the parent or other caretaker of a child who is deprived of 
parental support or care by reason of the death, continued absence 
from the home, or physical or mental incapacity of a parent, if 
another adult relative is in the home and not excluded by clause (i), 
(ii), (iii), or (iv) of this subparagraph (unless he has failed to 
register as required by this subparagraph, or has been found by the 
Secretary of Labor to have refused without good cause to partici-
pate under a work incentive program or accept employment as 
described in subparagraph (F) of this paragraph); 
(vii) a person who is working not less than 30 hours per week; 
(viii) the parent of a child who is deprived of parental support or 
care by reason of the unemployment of a parent, if the other parent 
(who is the principal earner, as defined in section 407(d) [42 USCS 
§ 607(d)]) is not excluded by the preceding clauses of this subpara-
graph; or 
(ix) a woman who is pregnant if it has been medically verified that 
the child is expected to be bom in the month in which such 
registration would otherwise be required or within the 3-month 
period immediately following such month; 
and that any individual referred to in clause (v) shall be advised of his 
or her option to register, if he or she so desires, pursuant to this 
paragraph, and shall be informed of the child care services (if any) 
which will be available to him or her in the event he or she should 
decide so to register; 
(B) that aid to families with dependent children under the plan will 
sot be denied by reason of such registration or the individual's 
certification to the Secretary of Labor under subparagraph (G) of this 
paragraph, or by reason of an individual's participation on a project 
under the program established by section 432(b)(2) or (3) [42 USCS 
J 632(b)(2), (3)]; 
( Q for arrangements to assure that there will be made a non-Federal 
contribution to the work incentive programs established by part C [42 
USCS §§ 630 et seq ] by appropriate agencies of the Sute or private 
organizations of 10 per centum of the cost of such programs, as 
specified in section 435(b) [42 USCS § 635(b)]; 
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(D) that (i) training incentives authorized under section 434 [42 
USCS § 634] shall be disregarded in determining the needs of an 
individual under paragraph (7), and (ii) in determining such individu-
al's needs the additional expenses attributable to his participation in a 
program established by into account; 
(E) [Repealed] 
(F) that if (and for such period as is prescribed under joint regula-
tions of the Secretary and the Secretary of Labor) any child, relative 
or individual has been found by the Secretary of Labor under section 
433(g) [42 USCS § 633(g)] to have refused without good cause to 
participate under a work incentive program established by part C [42 
USCS §§ 630 et seq] with respect to which the Secretary of Labor 
has determined his participation is consistent with the purposes of 
such part C [42 USCS §§ 630 et seq], or to have refused without 
good cause to accept employment in which he is able to engage which 
is offered through the public employment offices of the State, or is 
otherwise offered by an employer if the offer of such employer is 
determined, after notification by him, to be a bona fide offer of 
employment— 
(i) if the relative makes such refusal, such relative's needs shall not 
be taken into account in making the determination under para-
graph (7), and aid for any dependent child in the family in the 
form of payments of the type described in section 406(bX2) [42 
USCS § 606(b)(2)] (which in such a case shall be without regard to 
clauses (A) through (D) thereof [42 USCS § 606(b)(2)(AHD)]) or 
section 472 [42 USCS § 672] will be made unless the State agency, 
after making reasonable efforts, is unable to locate an appropriate 
individual to whom such payments can be made; 
(ii) if the parent who has been designated as the principal earner, 
for purposes of section 407 [42 USCS § 607], makes such refusal, 
aid will be denied to all members of the family; 
(iii) aid with respect to a dependent child will be denied if a child 
who is the only child receiving aid in the family makes such 
refusal; 
(iv) if there is more than one child receiving aid in the family, aid 
for any such child will be denied (and his needs will not be taken 
into account in making the determination under paragraph (7)) if 
that child makes such refusal; and 
(v) if such individual makes such refusal, such individual's needs 
shall not be taken into account in making the determination under 
paragraph (7); 
(G) that the State agency will have in effect a special program which 
(i) will be administered by a separate administrative unit (which will, 
to the maximum extent feasible, be located in the same facility as that 
utilized for the administration of programs established pursuant to 
section 432(b)(1). (2), or (3) [42 USCS § 632(bXl). (2), (3)]) and the 
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employees of which will, to the maximum extent feasible, perform 
services only in connection with the administration of such program, 
(ii) will provide (through arrangements with others or otherwise) for 
individuals who have been registered pursuant to subparagraph (A) of 
this paragraph (I) in accordance with the order of priority listed in 
section 433(a) [42 USCS § 633(a)], such health, vocational rehabilita-
tion, counseling, child care, and other social and supportive services 
as are necessary to enable such individuals to accept employment or 
receive manpower training provided under section 432(bXl)» (2), or 
(3) [42 USCS § 632(b)(1). (2), (3)], and will, when arrangements have 
been made to provide necessary supportive services, including child 
care, certify to the Secretary of Labor those individuals who are ready 
for employment or training under section 432(b)(1), (2), or (3) [42 
USCS § 632(b)(1). (2), (3)]t (II) such social and supportive services as 
are necessary to enable such individuals as determined appropriate by 
the Secretary of Labor actively to engage in other employment-related 
(including but not limited to employment search) activities, as well as 
timely payment for necessary employment search expenses, and (III) 
for a period deemed appropriate by the Secretary of Labor after such 
an individual accepts employment, such social and supportive services 
as are reasonable and necessary to enable him to retain such employ-
ment, (iii) will participate in the development of operational and 
cmployability plans under section 433(b) [42 USCS § 633(b)]; and (iv) 
provides for purposes of clause (ii) that, when more than one kind of 
child care is available, the mother may choose the type, but she may 
Dot refuse to accept child care services if they are available; and 
(H) that an individual participating in employment search activities 
shall not be referred to employment opportunities which do not meet 
the criteria for appropriate work and training to which an individual 
may otherwise be assigned under section 432(b)(1). (2), or (3) [42 
USCS§632(bXD.(2),(3)]; 
(20) provide that the Sute has in effect a Sute plan for foster care and 
adoption assistance approved under part E of this title [42 USCS §§ 670 
Ctseq.]; 
(21) provide— 
(A) that, for purposes of this part [42 USCS §§ 601 et seq], participa-
tion in a strike shall not constitute good cause to leave, or to refuse to 
seek or accept employment; and 
(BXi) that aid to families with dependent children is not payable to a 
family for any month in which any careuker relative with whom 
the child is living is, on the last day of such month, participating in 
a strike, and (ii) that no individual's needs shall be included in 
determining the amount of aid payable for any month to a family 
under the plan if, on the last day of such month, such individual is 
participating in a strike; 
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(22) provide that the State agency will promptly take all necessary steps 
to correct any overpayment or underpayment of aid under the State 
plan, and, in the case of— 
(A) an overpayment to an individual who is a current recipient of 
such aid (including a current recipient whose overpayment occurred 
during a prior period of eligibility), recovery will be made by repay-
ment by the individual or by reducing the amount of any future aid 
payable to the family of which he is a member, except that such 
recovery shall not result in the reduction of aid payable for any 
month, such that the aid, when added to such family's liquid re-
sources and to its income (without application of paragraph (8)), is 
less than 90 percent of the amount payable under the State plan to a 
family of the same composition with no other income (and, in the 
case of an individual to whom no payment is made for a month solely 
by reason of recovery of an overpayment, such individual shall be 
deemed to be a recipient of aid for such month); 
(B) an overpayment to any individual who is no longer receiving aid 
under the plan, recovery shall be made by appropriate action under 
State law against the income or resources of the individual or the 
family; and 
( Q an underpayment, the corrective payment shall be disregarded in 
determining the income of the family, and shall be disregarded in 
determining its resources in the month the corrective payment is 
made and in the following month; 
except that no recovery need be attempted or carried out under subpara-
graph (B) in any case, other than a case involving fraud on the part of 
the recipient, where (as determined by the State agency in accordance 
with criteria for determining cost-effectiveness, and with dollar limita-
tions, which shall be prescribed by the Secretary in regulations) the cost 
of recovery would equal or exceed the amount of the overpayment 
involved; 
(23) provide that by July 1, 1969, the amounts used by the State to 
determine the needs of individuals will have been adjusted to reflect fully 
changes in living costs since such amounts were established, and any 
maximums that the State imposes on the amount of aid paid to families 
will have been proportionately adjusted; 
(24) provide that if an individual is receiving benefits under title XVI 
[42 USCS §§1381 et seq.], then, for the period for which such benefits 
are received, such individual shall not be regarded as a member of a 
family for purposes of determining the amount of the benefits of the 
family under this title [42 USCS §§ 601 et seq J and his income and 
resources shall not be counted as income and resources of a family 
under this title [42 USCS §§ 601 et seq.]; 
(25) provide that information is requested and exchanged for purposes of 
income and eligibility verification in accordance with a State system 
which meets the requirements of aection 1137 of this Act [42 USCS 
f 13206-7); 
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(26) provide that, as a condition of eligibility for aid, each applicant or 
recipient will be required— 
(A) to assign the Sute any rights to support from any other person 
such applicant may have (i) in his own behalf or in behalf of any 
other family member for whom the applicant is applying for or 
receiving aid, and (ti) which have accrued at the time such assignment 
is executed, 
(B) to cooperate with the State (i) in establishing the paternity of a 
child bom out of wedlock with respect to whom aid is claimed, and 
(ii) in obtaining support payments for such applicant and for a child 
with respect to whom such aid is claimed, or in obtaining any other 
payments or property due such applicant or such child, unless (in 
either case) such applicant or recipient is found to have good cause 
for refusing to cooperate as determined by the State agency in 
accordance with standards prescribed by the Secretary, which stan-
dards shall take into consideration the best interests of the child on 
whose behalf aid is claimed; and that, if the relative with whom a 
child is living is found to be ineligible because of failure to comply 
with the requirements of subparagraphs (A) and (B) of this para-
graph, any aid for which such child is eligible will be provided in the 
form of protective payments as described in section 406(b)(2) [42 
USCS § 606(b)(2)] (without regard to clauses (A) through (D) of such 
section) unless the State agency, after making reasonable efforts, is 
unable to locate an appropriate individual to whom such payments 
can be made; 
(27) provide that the State has in effect a plan approved under part D 
[42 USCS §§651 et seq.] and operates a child support program in 
substantia] compliance with such plan; 
(28) provide that, in determining the amount of aid to which an eligible 
family is entitled, any portion of the amounts collected in any particular 
month as child support pursuant to a plan approved under part D [42 
USCS §§651 et seq], and retained by the State under section 457 [42 
USCS § 657], which (under the State plan approved under this part [42 
USCS §§ 601 et seq] as in effect both during July 1975 and during that 
particular month) would not have caused a reduction in the amount of 
aid paid to the family if such amounts had been paid directly to the 
family, shall be added to the amount of aid otherwise payable to such 
family under the Sute plan approved under this part [42 USCS §§601 
etseq.]; 
(29) [Repealed] 
(30) at the option of the State, provide for the establishment and 
operation, in accordance with an (initial and annually updated) advance 
automatic data processing planning document approved under subsec-
tion (d), of an automated statewide management information system 
designed effectively and efficiently, to assist management in the adminis-
tration of the Sute plan for aid to families with dependent children 
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approved under this part [42 USCS §§ 601 et seq], so as (A) to control 
and account for (i) all the factors in the total eligibility determination 
process under such plan for aid (including but not limited to (I) 
identifiable correlation factors (such as social security numbers, names, 
dates of birth, home addresses, and mailing addresses (including postal 
ZIP codes), of all applicants and recipients of such aid and the relative 
with whom any child who is such an applicant or recipient is living) to 
assure sufficient compatibility among the systems of different jurisdic-
tions to permit periodic screening to determine whether an individual is 
or has been receiving benefits from more than one jurisdiction, (II) 
checking records of applicants and recipients of such aid on a periodic 
basis with other agencies, both intra- and inter-State, for determination 
and verification of eligibility and payment pursuant to requirements 
imposed by other provisions of this Act), (ii) the costs, quality, and 
delivery of funds and services furnished to applicants for and recipients 
of such aid, (B) to notify the appropriate officials of child support, food 
stamp, social service, and medical assistance programs approved under 
title XIX [42 USCS §§1396 et seq] whenever the case becomes 
ineligible or the amount of aid or services is changed, and (C) to provide 
for security against unauthorized access to, or use of, the data in such 
aystem; 
(31) provide that, in making the determination for any month under 
paragraph (7), the State agency shall take into consideration so much of 
the income of the dependent child's stepparent living in the same home 
as such child as exceeds the sum of (A) the first S75 of the total of such 
stepparent's earned income for such month (or such lesser amount as 
the Secretary may prescribe in the case of an individual not engaged in 
fulltime employment or not employed throughout the month), (B) the 
State's standard of need under such plan for a family of the same 
composition as the stepparent and those other individuals living in the 
aame household as the dependent child and claimed by such stepparent 
as dependents for purposes of determining his Federal personal income 
tax liability but whose needs are not taken into account in making the 
determination under paragraph (7), (C) amounts paid by the stepparent 
to individuals not living in such household and claimed by him as 
dependents for purposes of determining his Federal personal income tax 
liability, and (D) payments by such stepparent of alimony or child 
support with respect to individuals not living in such household; 
(32) provide that no payment of aid shall be made under the plan for 
any month if the amount of such payment, as determined in accordance 
with the applicable provisions of the plan and of this part [42 USCS 
f §601 et seq], would be less than $10, but an individual with respect to 
whom a payment of aid under the plan is denied solely by reason of this 
paragraph is deemed to be a recipient of aid but shall not be eligible to 
participate in a community work experience program; 
(33) provide that in order for any individual to be considered a 
dependent child, a caretaker relative whose needs are to be taken into 
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account in making the determination under paragraph (7), or any other 
person whose needs should be taken into account in making such a 
determination with respect to the child or relative, such individual must 
be either (A) a citizen, or (B) an alien lawfully admitted for permanent 
residence or otherwise permanently residing in the United States under 
color of law (including any alien who is lawfully present in the United 
Sutes as a result of the application of the provisions of section 207(c) of 
the Immigration and Nationality Act [8 USCS § 1157(c)] (or of section 
203(aX7) of such Act [8 USCS § 1153(a)(7)] prior to April 1, 1980), or 
as a result of the application of the provisions of section 208 or 
212(dX5) of such Act [8 USCS §§ 1158, 1182(d)(5)]); 
(34) provide that both the standard of need applied to a family and the 
amount of aid determined to be payable, when not a whole dollar 
amount, shall be rounded to the next lower whole dollar amount; 
(35) at the option of the State, provide— 
(A) that as a condition of eligibility for aid under the State plan of 
any individual claiming such aid who is required to register pursuant 
to paragraph (19XA) (or who would be required to register under 
paragraph (19XA) but for clause (iii) thereof), including all such 
individuals or only such groups, types, or classes thereof as the State 
agency may designate for purposes of this paragraph, such individual 
will be required to participate in a program of employment search— 
(i) beginning at the time he applies for such aid (or an application 
including his need is filed) and continuing for a period (prescribed 
by the State) of not more than eight weeks (but this requirement 
may not be used as a reason for any delay in making a determina-
tion of an individual's eligibility for aid or in issuing a payment to 
or in behalf of any individual who is otherwise eligibile for such 
aid); and 
(ii) at such time or times after the close of the period prescribed 
under clause (i) as the State agency may determine but not to 
exceed a total of 8 weeks in any 12 consecutive months; 
(B) that any individual participating in a program of employment 
search under this paragraph will be furnished such transportation and 
other services, or paid (in advance or by way of reimbursement) such 
amounts to cover transportation costs and other expenses reasonably 
incurred in meeting requirements imposed on him under this para-
graph, as may be necessary to enable such individual to participate in 
such program; and 
(Q that, in the case of an individual who fails without good cause to 
comply with requirements imposed upon him under this paragraph, 
the sanctions imposed by paragraph (19)(F) shall be applied in the 
tame manner as if the individual had made a refusal of the type 
which would cause the provisions of such paragraph (19XF) to be 
applied (except that the State may at its option, for purposes of this 
paragraph, reduce the period for which such sanctions would other-
wise be in effect); 
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(36) provide, at the option of the State, that in making the determina-
tion for any month under paragraph (7), the State agency shall not 
include as income any support or maintenance assistance furnished to or 
on behalf of the family which (as determined under regulations of the 
Secretary by such State agency as the chief executive officer of the State 
may designate) is based on need for such support and maintenance, 
including assistance received to assist in meeting the costs of home 
energy (including both heating and cooling), and which is (A) assistance 
furnished in kind by a private nonprofit agency, or (B) assistance 
furnished by a supplier of home heating oil or gas, by an entity whose 
revenues are primarily derived on a rate-of-return basis regulated by a 
State or Federal governmental entity, or by a municipal utility providing 
home energy; 
(37) provide that, in any case where a family has ceased to receive aid 
under the plan because (by reason of paragraph (8)(B)(ii)(II)) the 
provisions of paragraph (8)(AXiv) no longer apply, such family shall be 
considered for purposes of title XIX [42 USCS §§ 1396 et seq.], to be 
receiving aid to families with dependent children under such plan for a 
period of 9 months after the last month for which the family actually 
received such aid; and the State may at its option extend such period by 
an additional period of up to 6 months in the case of a family that 
would be eligible during such additional period to receive aid under the 
plan (without regard to this paragraph) if such paragraph (8XAXiv) 
applied; and 
(38) provide that in making the determination under paragraph (7) with 
respect to a dependent child and applying paragraph (8), the State 
agency shall (except as otherwise provided in this part [42 USCS §§ 601 
et seq.]) include— 
(A) any parent of such child, and 
(B) any brother or sister of such child, if such brother or sister meets 
the conditions described in clauses (1) and (2) of section 406(a) [42 
USCS § 606(a)], if such parent, brother, or sister is living in the same 
home as the dependent child, and any income of or available for such 
parent, brother, or sister shall be included in making such determina-
tion and applying such paragraph with respect to the family (notwith-
standing section 2050) [42 USCS § 405(j)]. in the case of benefits 
provided under title II [42 USCS §§ 401 et seq.]); and 
(39) provide that in making the determination under paragraph (7) with 
respect to a dependent child whose parent or legal guardian is under the 
age selected by the State pursuant to section 406(aX2) [42 USCS 
§ 606(aX2)], the State agency shall (except as otherwise provided in this 
part [42 USCS §§ 601 et seq.]) include any income of such minor's own 
parents or legal guardians who are living in the same home as such 
minor and dependent child, to the same extent that income of a 
stepparent is included under paragraph (31). 
The Secretary may waive any of the requirements imposed under or in 
connection with paragraphs (13) and (14) of this subsection to the extent 
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necessary to make such requirements compatible with the corresponding 
reporting and budgeting requirements by the Food Stamp Act of 1977 [7 
USCS §§2011 etseq.). 
(b) Approval by Secretary. The Secretary shall approve any plan which 
fulfills the conditions specified in subsection (a), except that he shall not 
approve any plan which imposes as a condition of eligibility for aid to 
families with dependent children, a residence requirement which denies aid 
with respect to any child residing in the State (1) who has resided in the 
State for one year immediately preceding the application for such aid, or 
(2) who was born within one year immediately preceding the application, if 
the parent or other relative with whom the child is living has resided in the 
State for one year immediately preceding the birth. 
(c) Compilation of data; publishing of findings; reports to Congress. The 
Secretary shall, on the basis of his review of the reports received from the 
States under paragraph (IS) of subsection (a), compile such data as he 
believes necessary and from time to time publish his findings as to the 
effectiveness of the programs developed and administered by the States 
under such paragraph. The Secretary shall annually report to the Congress 
(with the first such report being made on or before July 1, 1970) on the 
programs developed and administered by each State under such paragraph 
(15). 
(d) Payments treated as earned income. (1) For purposes of paragraphs (7) 
and (8) of subsection (a), any refund of Federal income taxes made by 
reason of section 32 of the Internal Revenue Code of 1954 [26 USCS 
§ 32] (relating to earned income credit) and any payment made by an 
employer under section 3507 of such Code [26 USCS § 3507] (relating to 
advance payment of earned income credit) shall be considered earned 
income. 
(2) In any case in which such advance payments for a taxable year made 
by all employers to an individual under section 3507 of such Code [26 
USCS § 3507] exceed the amount of such individual's earned income 
credit allowable under section 32 of such Code [26 USCS § 32] for such 
year, so that such individual is liable under section 32(g) of such Code 
[26 USCS § 43(g)] for a tax equal to such excess, such individual's 
benefit amount must be appropriately adjusted so as to provide payment 
to such individual of an amount equal to the amount of the benefits lost 
by such individual on account of such excess advance payments. 
(e) Approval of automatic data processing planning document; review of 
management information systems. (1) The Secretary shall not approve 
the initial and annually updated advance automatic data processing 
planning document, referred to in subsection (aK30), unless he finds that 
such document, when implemented, will generally carry out the objec-
tives of the statewide management system referred to in such subsection, 
and such document— 
(A) provides for the conduct of, and reflects the results of, require-
ments analysis studies, which include consideration of the program 
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token into account in making Med determina-
tion Drysdak v Spirito (1912, CA! Mai*) 619 
Fid 152. 
Recipients of aocial security benefit* is form of 
AFDC that have been convicted of criminal 
fraud practiced on county welfare board for 
deliberately misstating their income aourcca 
while qualifying for AFDC benefits may not be 
4mkd such benefit* m the future a* form of 
recoupment, however recoupments may I t al-
lowed in form of reduced payments. A- v Rati 
(1974, DC NJ) 377 F Supp 1046. 
No federal refutation allows payment of 
AFDC payment* directly to housing authority to 
he credited toward recipients, delinquent rental. 
Housing Authority of Newark v Commissioner, 
Dept. of Institutions A Agencies (1975) 13* NJ 
Super 136, 345 A2d 322. 
§ 606. Definitions 
When used in this part [42 USCS §§ 601 et acq.)— 
(a) The term "dependent child'* means a needy child (1) who has been 
deprived of parental support or care by reason of the death, continued 
absence from the home (other than absence occasioned solely by reason of 
the performance of active duty in the uniformed services of the United 
States), or physical or mental incapacity of a parent, and who is living with 
his father, mother, grandfather, grandmother, brother, sister, stepfather, 
stepmother, stepbrother, stepsister, uncle, aunt, first cousin, nephew, or 
niece, in a place of residence maintained by one or more of such relatives 
as his or their own home, and (2) who is (A) under the age of eighteen, or 
(6) at the option of the State, under the age of nineteen and a full-time 
student in a secondary school (or in the equivalent level of vocational or 
technical training), if, before he attains age nineteen, he may reasonably be 
expected to complete the program of such secondary school (or such 
training); 
(b) The term "aid to families with dependent children" means money 
payments with respect to a dependent child or dependent children, or, at 
the option of the State, a pregnant woman but only if it has been medically 
verified that the child is expected to be born in the month such payments 
are made or within the three-month period following such month of 
payment, and who, if such child had been bom and was living with her in 
the month of payment, would be eligible for aid to families with dependent 
children, and includes (1) money payments to meet the needs of the 
relative with whom any dependent child is living (and the spouse of such 
relative if living with him and if such relative is the child's parent and the 
child is a dependent child by reason of the physical or mental incapacity of 
a parent or is a dependent child under section 407 [42 USCS § 607]), and 
(2) payments with respect to any dependent child (including payments to 
meet the needs of the relative, and the relative's spouse, with whom such 
child is living, and the needs of any other individual living in the same 
home if such needs are taken into account in making the determination 
under section 402(a)(7) [42 USCS § 602(a)(7)]) which do not meet the 
preceding requirements of this subsection, but which would meet such 
requirements except that such payments are made to another individual 
who (as determined in accordance with standards prescribed by the 
Secreury) is interested in or concerned with the welfare of such child or 
relative, or are made on behalf of such child or relative directly to a person 
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HEALTH CARE FINANCING ADMINISTRATION 
REGIONAL IDENTICAL LETTER #85-61 
TOi Medicaid State Agencies 
SUBJECT* Standard Filing Unit and Child Support Income Policy 
The purpose of this letter Is to clarify the effect that certain parts of Section 264Q of the 
Deficit Reduction Act (DRA) have on Medicaid eligibility determinations. Specifically, a 
question was raised regarding whether the provisions in Section 2640 which require the 
inclusion of siblings as members of the filing unit and require deeming of income from 
grandparents not In the filing unit to grandchildren In the unit conflict with Section 
1902(aXl7) of the Act and implementing regulations at 42 CFR 435.602. 
ticlusion of siblings as members of the filing unit Is not prohibited under Section 
1902(aXl7) or any other provision of Title XDC. On the other hand, deeming of income 
from a grandparent outside the assistance unit to a grandchild is prohibited under Section 
1902(aXl7XD). Therefore, a grandchild denied AFDC solely because of grandparent 
deeming is eligible for Medicaid under 42 CFR 435.113. Section 435.113 requires State to 
provide Medicaid to individuals who would be eligible for AFDC except for an eligibility 
requirement used in the AFDC program that Is specifically prohibited under Title XDC. 
Section 1902(aXl7) of the act provides that the State plan "Include reasonable stan-
dards—for determining eligibility and the extent of medical assistance under the plan 
which do not take Into account the financial responsibility of any individual for any 
applicant or recipient of assistance under such plan unless such applicant or recipient is 
such individuals spouse or such individual's child who is under age 21..." In addition, 
regulations at 42 CFR 435.711 require that the financial requirements and methodologies 
of the State's Title IV-A plan be used to determine eligibility for AFDC-related 
categorically needy. Similarly, Section 1902(aXlOXO of the Act requires the AFDC 
financial methodologies to be employed In determining eligibility for AFDC-related 
medically needy persons. 
Consideration of a chad's and a sibling's Income when a member of the assistance unit is 
not in conflict with Section 1902(aXl7) or any other Title XDX statutory provision. As 
Section 2640 of DRA Is Interpreted by the AFDC program, this provision merely specifies 
who must apply for assistance. It does not change the income determination methodology, 
which has always taken Into account the Income and needs of all members of the filing 
unit In determining the eligibility of the unit. Thus, the sibling's Income is considered in 
determining his or her own eligibility as part of a unit and the siblings are not considered 
"financially responsible" for each other as that term Is used in the context of Section 
!902(aXl7XD). Under this interpretation, Section 1902(aXl7XD) does not prohibit the 
application of this requirement. Furthermore, Section 1902(aXlOXO of the act and 42 
CFR 435.711 require this financial methodology of the AFDC program to be applied in 
determining eligibility for the AFDC-related categorically needy and medically needy. 
On the other hand, Section I9(waxi7j specifically prohibits deeming or Income from a 
grandparent outside the assistance unit to grandchildren in the unit. (In the case of the 
grandparent who is a member of the filing unit, the policy set forth in the preceding 
paragraph would apply; that is, consideration of Income from grandparents in the same 
household who are considered members of the same filing unit is not prohibited by the 
Medicaid program.) Since 42 CFR 435.113 requires Medicaid coverage of individuals who 
are denied AFDC because of requirements that are prohibited under Title XDC, grand-
children who are denied AFDC solely because of income deemed from a grandparent who 
is outside the assistance unit are eligible under 42 CFR 435.113. While 42 CFR 435.113 
may authorize Medicaid coverage of the grandchild, the minor parent who is eligible for 
AFDC because of income deemed from his or her parent is not eligible under 42 CFR 
435.113. Such deeming is not prohibited under Section 1902(aXl7XD) of the Act and is in 
fact required under 42 CFR 435.712. 
If you have questions regarding this issue please call Bernadette Quevedo (303)844-4216. 
Sincerely yours, 
* DarrelMuhr 0 
Associate Regional Administrator 
Division of Program Operations 
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Public Law 86-778 /f**r~n,IU V^r 
^Tt'Vmo)* 0 AN ACT 
• To extend and Improve coverage nnder the Federal Old-Age, BunrlTors, and 
Disability Insurance Kyuteiu and to remove nardsbij* and inequities, Improve 
the flnaudng of the trust fund*, and provide debi l i ty benefits to additional 
Individual* under aui-b system; to provide grunts to States for medics] care 
for aged individual! of low income; to amend the public aw»istance and 
maternal and child welfare proviniiins of the Social Security Act; to improve 
the unemployment coupennation provisions of ench Act; and for other 
purposes. 
A 
IMO. 
Be it enacted by the Senate and House of Representatives of the 
IVn'imW^f U*\tcd States of America in Congress assembled, That this Act . 
»ao. divided into titles and sections according to the fol lowing table of 
contents, may be cited as the "Social Security Amendments of I960". 
TABLE OF CONTENTS 
TITLE I—COVBLAOE 
Sec. 101. Extension of time for ministers to elect coverage. 
Sec. 102. State and local governmental employees. 
(a) Delegation by Governor of certification functions. 
(b) Employees transferred from one retirement system to another. 
(c) Retroactive coverage. 
(d) Policemen and firemen. 
(e) Limitation on States' liability for employer (and employee) 
contributions In certain cases. 
(f) Statute of limitations for State and local corerafe, 
(g) Municipal and county hospitals. 
(b) Validation of coverage for certain Mississippi teachers, 
(i) Justices of the peace and constables in the State of Nebraska. 
(J) Teachers in the State of Maine, 
(k) Certain employees in the State of California. 
(1) Inclusion of Texas among States which are permitted to divide 
their retirement systems into two parts for purposes of obtain-
ing social security coverage under Federal-State agreement-
Sec. 103. Extension of the program to Guam and American Samoa. 
Sec. 104. Service of parent for son or daughter. 
Sec. 105. Employees of nonprofit organisations. 
Sec. 106. American citisec employees of foreign governments and international 
organizations. 
TITLE II—KUOXBZLITT roa BEHUTTS 
Sec. 201. Children bom or adopted after otteei of parent's diaabUity. 
Sec. 202 Continued dependency of stepchild on natural father. 
Sec. 203. Payment of burial expenses. 
Sec. VH. Fully insured status. 
Sec. 205. Survivors of lndiTlduals who died prior to IMO and of certain other 
individuals. 
Sec. 206. Crediting of quarters of coverage for years before 1951. 
Sec. 207. Time needed to acquire status of wife, child, or husband in certain eases. 
Sec. 20*. Marriages subject to legsl Impediment 
Sec. 209. Penslty deductions under foreign work test. 
Sec. 210. Extension of filing period for husband's, widower's, or parent's benefits 
In certain cases. 
Sec. 211. Increase in the earned income limitation. 
T4 S T A T J PUBLIC LAW 66-778-BEPT. IS, I960 
TABLE OF COXTENTS-Contiantd 
TITLE III—BcKcrrr AMOUKTS 
Sec. SOI. Increase In Inwurance benefits of children of deceased workers. 
Sec. 3<*2. Xluxlmum family benefits In certain cases. 
Sec. 803 Computations and recomputatlona of primary loanranet amounts. 
Sec. 304. Elimination of certain obsolete m-omputstiona. 
TITLE IV—DISABILITY Iiitnujvcc BEKBTITS AJIS THE DJSASILITT F r a n 
Sec. 401. Elimination of requirement of attainment of *ge fifty for disability 
In *u ranee benefit•, 
Sec. 402. Elimination of the waiting period for disability insurance benefits Is 
certain esses. 
Sec. 408. Period of trial work by disabled Individual. 
Sec. 404. Special insured atatua test in certain cases for disability purposes. 
TITLE V—EMFLOTMEHT SECUBXTT 
PAST I—MOST WILE 
Sec 601. Short title, 
PAST t—SJirjJOYMETtr SECt'SITT AOMIHieTSATTTX flNAHCIHS AMSHMCXHTB 
Sec 621. Amendment of title IX of the Social Security Act 
Sec. 001. Employment security administration account 
Sec. 902. Transfers between Federal unemployment sccount sad 
employment security administration account 
Sec. 903. Amounts transferred to Bute accounts. 
Sec. 904. Unemployment Trust Fund. 
Sec. 622. Amendment of title XII of the Social Security Act 
Sec. 1201. Advances to State unemployment fundi. 
Sec. 1202. Repayment by States of advances to State unemploy-
ment funds. 
Sec. 1203. Advances to Federal unemployment account 
Sec. 1204. Definition of Governor. 
Sec. 623. Amendments to the Federal Unemployment Tax Act 
Sec. 624. Conforming amendments. 
PAST a—«nxiisio!f or OOTXSAOE TOOES vxzunxrmzxr ooMnsitATroir raoosAM 
Sec. 631. Federal instrumentalities. 
Sec. 632. American aircraft 
Sec. 633. Feeder organisations, etc. 
Sec 634. Fraternal beneficiary societies, agricultural organisations, voluntary 
employees* beneficiary associations, etc 
See 685. Effective date. 
PAST 4—CrrEKSXOH Or ISPESAl/STATE trjVEMTLOTaflBrT OOMPtKSATIOIf nOGBAH 
TO rUEBTO SIOO 
Sec. 641 Extension of titles III, IX, and XII of the Social Security Act 
Sec. 642. Federal employees and ex-servicemen. 
Sac. 643. Extension of Federal Unemployment Tax Act 
TITLE VI—MEDICAL Soviets roa THE Aoso 
Sec 901. Amendment! to title I of the Social Security Act 
Sec 902. Increase In limitations on assistance payment to Poerto Eico, the Vir-
gin Ielanda, and Guam. 
Sec. 903. Technical amendment 
See 904. Effective dates. 
•26 PUBLIC LAW Se-H8-SEPT. 18, 1900 [?4 B T A T . 
TABLE OF CONTENTa-Cootinoed 
Tmx YII—-UISCELLAKIOUS 
Bee. 701. Investment of Trnat Fonda. 
Sec. 702. Surrival of actiona 
Bee. 703. Periods of limitation ending on nonwork day a 
Bee. 704. Advisory Oouucll on Social Security Financing. 
8ec. 705. McMliral care guides and report* for public aaslatance and medical 
assistance for the aged. 
Bee 700. Teoiporary extension of certain apedal provisions relating to Btate 
plans for aid to the blind. 
8ec. 707. Maternal and child welfare. 
Sec. 708. AmeDdtnent preserving relationship between railroad retirement and 
old-age, survivors, and disability insurance. 
Bee. 700 Meaning of term "Secretary". 
8ec. 720. Aid to the blind. 
TITLE I-COVERAGE 
ETXTK6IOK OF TIME FOB MINISTERS TO ELECT COVERAGE 
*uac wo:. SEC. 101. (a) Clause CB) of section 1402(e)(2) of the Internal 
Revenue Code of 1954 (relating to time for filing waiver certificate) is 
amended by striking out "1956" and inserting in lieu thereof "1959 . 
aw. p. tar. (M Section 1402(e) (3) of such Code (relating to effective date of 
certificate) is amended to read as follows: 
"(3) (A) EFFECTIVE DATE OF CERTIFICATE.—A certificate filed 
pursuant to this subsection shall be effective for the taxable year 
immediately preceding the earliest taxable year for which, at the 
time the certificate is filed, the period for filing a return (includ-
ing any extension thereof) has not expired, and for all succeed-
ing taxable years. An election made pursuant to this subsection 
shall be irrevocable. 
"(B) Notwithstanding the first sentence of subparagraph (A), 
if an individual filed a certificate on or before the date of enact-
ment of this subparagraph which (but for this subparagraph) is 
effective only for the first taxable year ending after 1956 and all 
succeeding taxable years, such certificate shall be effective for his 
first taxable year ending after 1955 and all succeeding taxable 
yeare if— 
"(i) such individual files a supplemental certificate after 
the date of enactment of this subparagraph and on or before 
April 15.1962, 
**(ii) the tax under eection 1401 in respect of all such in-
dividual's self-employment income (except for underpay-
ments of tax attributable to errors made in good faith) for 
bis first taxable year ending after 1955 is paid on or before 
April 15t 1962, and 
"(iii) in any case where refund has been made of any such 
tax which (but for this subparagraph) is an overpayment, 
the amount refunded (including any interest paid under sec-
tion 6611) is repaid on or before April 15,1962. 
as use #401. The provisions of section 6401 shall not apply to any payment 
or repayment described in this subparagraph. 
as use uoi. 
M vac MIL 
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lc) Section 1402(e} of such Code is further amended by adding at H w c l4W-
the end thereof the following new paragraph: 
" ( 5 ) OPTIONAL PROVISION FOR CERTAIN CERTIFICATES FILED OJC 
cm BtroaE ATKIL IS, laes.—In any case where an individual has 
derived earnings, in any taxable year ending after 1054 and be-
fore 1960, from the performance of service described in subsec-
tion (c) (4)y or in subsection (c) (5) (as in effect prior to the en-
actment of this paragraph) insofar as it related to the perform-
ance of service by an individual in the exercise of his profession 
as a Christian Science practitioner, and has reported such earn-
ings as self-employment income on a return nled on or before 
the date of the enactment of this paragraph and on or before the 
due date prescribed for filing such return (including any exten-
sion thereof)— 
"(A) a certificate filed by such individual (or a fiduciary 
acting for such individual or his estate, or his survivor within 
the meaning of section 205(c) (1) (C) of the Social Security 
Act) after the date of the enactment of this paragraph and ° v , c 40f-
on or before April 15,1962, may be effective, at the election 
of the person filing such certificate, for the first taxable year 
ending after 1954 and before 1960 for which such a return 
was nled, and for all succeeding taxable years, rather than 
for the period prescribed in paragraph (3), and 
u(&) a certificate filed by 6uch individual on or before the 
date of the enactment of this paragraph which (but for this 
subparagraph! is ineffective for the first taxable year ending 
after 1954 ana before 1959 for which such a return was filed 
shall be effective for such first taxable year, and for all suc-
ceeding taxable years, provided a supplemental certificate is 
filed by such individual (or a fiduciary acting for such indi-
vidual or his estate, or his survivor within the meaning of 
section 205(c)(1)(C) of the Social Security Act) after the 
date of the enactment of this paragraph and on or before 
April 15,1962, 
but only if— 
*( i | the tax under section 1401 in respect of all such indi- *• wc >««*• 
vidual's self-employment income (except for underpayment* 
of tax attributable to errors made in good faith), for each 
tuch year ending before 1960 in the case of a certificate 
described in subparagraph (A) or for each such year ending 
before 1959 in the case of a certificate described in subpara-
graph (B), is paid on or before April 15,1962, and 
M(ii) in any case where refund has been made of any such 
tax which (but for this paragraph) is an overpayment, the 
amount refunded (including any interest paid under section 
6611) is repaid on or before April 15,1962. 
The provisions of section 6401 dial] not apply to any payment or 
repayment described in this paragraph.*1 
(d) In the case of a eertificate or fupplemental eertificate filed 
pursuant to section 1402(e) (8)(B) or (5) of the Internal Revenue 
Code of 1954— 
(1) for purposes of computing interest, the due date for the 
payment of the tax under section 1401 which is due for any tax-
able year ending before 1959 solely by reason of the filing of a 
certificate which is effective under audi section 1402(e) (8)(B) 
or (5) shall be April 15,1962; 
• • * 
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S2) tfie statutory period for the assessment of any tax for any 1 year which is attributable to the filing of such certificate 
shall not expire before the expiration of S years from such due 
date: and 
ttvscftst. /3J for purposes of section 6C51 of such Code (relating to 
addition to tax for failure to file tax return), the amount of tax 
required to be shown on the return filial 1 not include such tax 
M use HOI.
 u n a e r ^t ion 1401. 
r—i. ** tu. (e) The provisions of section 205(c) (5) (F) of the Social Security 
Act, insofar as they prohibit inclusion in the records of the Secretary 
of Health, Education, and Welfare of self-employment income for 
a taxable year when the return or statement including such income is 
filed after the time limitation following such taxable year, shall not 
be applicable to earnings which are derived in any taxable year ending 
before 19C0 and which constitute self-employment income solely by 
reason of the filing of a certificate which is effective under section 
A*t*. pp. nt. 1402(e) (3) (B) or (5) of the Internal Revenue Code of 1954. 
(f) The amendments made by this section shall be applicable 
(except as otherwise specifically indicated therein) only witn respect 
to certificates (and supplemental certificates) filed pursuant to sec-
n use Moa.
 t ) 0 n 1402(e) of the Internal Revenue Code of 1954 after the date of 
the enactment of this Actj except that no monthly benefits under 
«*
 u s c
 «
01
 •» title II of the Social Security Act for the month in which this Act 
'* is enacted or any prior month shall be payable or increased bv reason 
of such amendments, and no lump-sum death payment under such 
title shall be payable or increased by reason of such amendments in 
the case of any individual who died prior to the date of the enactment 
of this Act 
•TATE AND LOCAL GOVERNMENTAL EMPLOYEES 
Delegation by Governor of Certification Functions 
42 i»c 4is. gEC# io2. fa) ( i) Section 218(d) (3) of the Social Security Act is 
amended by inserting u, or an official of the State designated by him 
for the purpose," after "the governor of the State". 
(2) Section 218(d)(7) of such Act is amended by inserting "(or 
an official of the State designated bv him for the purnose)" after 
"by the governor", and by inserting "(t>r the official so designated)* 
after "if the governor". 
Employees Transferred From One Retirement System to Another 
(b)(1) Section 218(d)(6)(C) of the Social Security Act is fur-
ther amended by adding at the end thereof the following new sen-
tence : alf, in the case of a separate retirement system which is deemed 
to exist bv reason of subparagraph (A) and which has been divided 
into two divisions or parts pursuant to the first sentence of this sub-
paragraph, individuals become members of such system by reason 
of action taken by a political subdivision after coverage under an 
agreement under this section has been extended to the division or 
part thereof composed of positions of individuals who desire such 
coverage, the positions of such individuals who become members of 
such retirement system by reason of the action so taken shall be in-
cluded in the division or part of such system composed of positions 
of members who do not desire such coverage if (i) such individuals, 
on the day before becoming such members, were in the division or 
part of another separate retirement system (deemed to exist by reason 
of subparagraph (A)) composed of positions of members of such 
system who do not aesire coverage under an agreement under this 
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mil ion, and (ii) all of the )>osit)ons in the separate retirement system 
of which such individuals so become members and all of the positions 
in the separate retirement system referred to in clause (i) would have 
been covered by a single retirement system if the State had not taken 
action to provide lor aeparate retirement systems under Ibis 
paragraph," 
(2) The amendment made by paragraph (1) shall apply in the case 
of transfers of positions (as described therein) which occur on or after 
the date of enactment of this Act. Such amendment shall also apply 
in the case of such transfers in any State which occurred prior to 
such date, but only upon request of the Governor (or other official 
designated by him for the purpose) filed with the Secretary of Health, 
Education, and Welfare before July 1, 19C1; and; in the case of any 
auch request, such amendment shall apply only with respect to wages 
paid on and after the date on which such request is filea. 
Retroactive Coverage 
(c)(1) Section 218(f)(1) of the Social Security Act is amended 
by striking out all that follows the first semicolon and inserting in 
lieu thereof the following: "except that such date may not be earlier 
than the last day of the sixth calendar year preceding the year in 
which such agreement or modification, as the case may be, is agreed 
toby the Secretary* and the State." 
(2) Section 218(d) (6) (A) of such Act is amended by adding at 
the end thereof the following new sentence: "Where a retirement sys-
tem covering positions of employees of a State and positions of 
employees of one or more political subdivisions of the State, or cover-
ing positions of employees of two or more political subdivisions of the 
State, is not divided into separate retirement systems pursuant to the 
preceding sentence or pursuant to subparagraph (C), then the State 
may, for purposes of subsection (f) only, deem the system to be a sep-
arate retirement system with respect to any one or more of the political 
subdivisions concerned and, where the retirement system covers posi-
tions of employees of the State, a aeparate retirement system with 
respect to the State or with respect to the State and any one or more 
of the political subdivisions concerned." 
(8) The amendment made by paragraph (1) shall apply in the 
case of any agreement or modification of an agreement unaer section 
218 of the Social Security Act which is agreed to on or after January 
1; I960; except that in the case of any such agreement or modifica-
tion agreed to before January 1, 1961, the effective date specified 
therein shall not be earlier than December 81,1955. The amendment 
made by paragraph (2) shall apply in the case of any such agree-
ment or modification which is agreed to on or after the date of the 
enactment of this Act 
Policemen and Firemen 
(d) Section 218(p) of the Social Security Act is amended by in-
serting "Hawaii," after "Georgia,"; and bj; striking out "Weaning-
ton, or Territory of Hawaii" end inaerting in lieu thereof "Virginia, 
or Washington", 
wn 0 4 i - » 
MO PUBLIC LAW 8t-77S-8EPT. IS, I960 [l4 STAT. 
Limitation on States' Liability for Employer (and Employee) 
Contributions in Certain Cases 
o u s e l s . ^ ( e ) ( j ) Section 218(e) of the Social Security Act is amended by 
inserting "(1)*' iinmedtately after "(«)%\ by redesignating paragraphs 
(I) and (2) as subparagraphs (A) and (B), respectively, and by 
ndding at the end thereof the following new paragraph: 
"(2) Whei*-
tt(A) an individual in any calendar year performs services to 
which an agreement under this section is applicable (i) as the 
employee of two or more political subdivisions of a State or 
(ii) as the employee of a State and one or more political sub-
divisions of such State; and 
"(B) such State provides all of the funds for the payment 
of those amounts referred to in paragraph (1)(A) which are 
equivalent to the taxes imposed by section 3111 of the Internal 
it use int. Revenue Code of 1054 with respect to wages paid to such 
individual for such services; and 
"(C) the political subdivision or subdivisions involved do not 
reimburse such State for the payment of such amounts or, in 
the case of services described in subparagraph (A) (ii), for the 
payment of so much of such amounts as is attributable to 
employment by such subdivision or subdivisions; 
then, notwithstanding paragraph (1), the agreement under this sec-
tion with such State may provide (either in the original agreement 
or by a modification thereof) that the amounts referred to in para-
graph (1)(A) may be computed as though the wages paid to such 
individual for the services referred to in clause (A) of this paragraph 
were paid by one political subdivision for services performed in its 
employ; but the provisions of this paragraph shall be applicable only 
where such State complies with such regulations as the Secretary 
may prescribe to carry out the purposes of this paragraph. The pre-
ceding sentence shall be applicable with respect to wages paid after 
an effective date specified in such agreement or modification, but in 
no event with respect to wages paid before (i) January 1, 1957, in 
the case of an agreement or modification which is mailed or delivered 
by other means to the Secretary before January 1, 1&62, or (ii) the 
first day of the year in which the agreement or modification is mailed 
or delivered by other means to the Secretary, in the case of an agree-
ment or modification which is ao mailed or delivered on or after 
January 1,1&62." 
A—, p. wt. (2) Section 218(f) (1) of such Act is amended by striking out "Any 
agreement*9 and inserting in lieu thereof "Except as provided in sub-
section (e) (2), any agreement91. 
Statute of Limitations for State and Local Coverage 
(f)(1) Section 218 of the Social Security Act is amended by add-
ing at the end thereof the following new subsections: 
•Time Limitation cm Assessments 
u(q) (1) Where s State is liable for an amount due under an agree-
ment pursuant to this section, such State shall remain so liable until 
the Secretary ia satisfied that the amount due has been paid to the 
Secretary of the Treasury. 
"(2) Notwithstanding paragraph (1), a State shall not be liable 
lor an amount due under an agreement pursuant to this section, with 
respect to the wagrs paid to individuals, after the expiration of the 
latest of the following periods— 
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"(A) three years, three months, and fifteen days after the year 
in which such wages were paid, or 
"(B) three years after the date on which such amount became 
due, or 
44(C) three years, three months, and fifteen days after the year 
following the year in which this subsection is enacted, 
unless prior to the expiration of such period the Secretary makes an 
assessment of the amount due* 
"(3) For purposes of this subsection and section 205(c), an assess-
ment of an amount due is made when the Secretary mails or otherwise 
delivers to the State a notice stating the amount he has determined to 
be due under an agreement pursuant to this section and the basis for 
such determination. 
44
 (4) An assessment of an amount due made by the Secretary after 
the expiration of the period specified in paragraph (2) shall never-
theless be deemed to have been made within such period if— 
a (A) before the expiration of such period (or, if it has pre-
viously been extended under this paragraph, of such period as so 
extended), the State and the Secretary agree in writing to an 
extension of such period (or extendea period) and, subject to 
such conditions as may be agreed upon, the Secretary makes the 
assessment prior to the expiration of such extension; or 
44(B) within the 3C5 days immediately preceding the expiration 
of such period (or extended period) the State pays to the Secre-
tary of the Treasury less than the correct amount due under an 
agreement pursuant to this section with respect to wages paid to 
individuals in any calendar quarters as members of a coverage 
group, and the Secretary of Health, Education, and Welfare 
makes the assessment, adjusted to take into account the amount 
Eaid by the State, no later than the 365th day after the day the tate made payment to the Secretary of the Treasury; but the 
Secretary of Health, Education, and Welfare shall make such 
assessment only with respect to the wages paid to such individ-
uals in such calendar quarters as members of such coverage 
group; or 
"(C) pursuant to subparagraph (A) or (B) of section 
205(c)(5) he includes in his records an entry with respect to 
wages for an individual, but only if such assessment is limited 
to the amount due with respect to such wages and is made within 
the period such entry could be made in such records under such 
subparagraph. 
"(5) If the Secretary allows a claim for a credit or refund of an 
overpayment by a State under an agreement pursuant to this section, 
with respect to wages paid or alleged to have been paid to an indi-
vidual in a calendar year for services as a member of a coverage 
Eoup, and if as a result of the facts on which such allowance is 
sea there is an amount due from the State, with respect to wages 
paid to such individual in such calendar year for services performed 
as a member of a coverage group, for which amount the State is not 
liable by reason of paragraph (2), then notwithstanding paragraph 
(£) the State shall be liable for such amount due if the Secretary 
makes an assessment of such amount due at the time of or prior 
to notification to the State of the allowance of such claim. For 
purposes of this paragraph and paragraph (6), interest as provided 
for in subsection (j) ahall not be included in determining the amount 
doe. 
"(6) The Secretary shall accept wage reports filed by a State under 
an agreement pursuant to this section or regulations of the Secretary 
thereunder, after the expiration of the period specified in paragraph 
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(2) or tuch period as extended pursuant to paragraph (4) t with 
respect to wages which are paid to individuals performing services 
us employees in a coverage group included in the^  agreement and 
for payment in connection with which the State is not liable by 
reason of paragraph (2)f only if the State— 44(A) pays to the Secretary of the Treasury the amount due 
under such agreement with resj>ect to such wages, and 
44(B) agrees in writing with the Secretary of Health, Educa-
tion, and Welfare to an extension of the period specified in para-
graph (2) with respect to wages paid to all individuals perform-
ing services as employees in such coverage group in the calendar 
quarters designated by the State in such wage reports as the pe-
riods in which such wages were paid. If the State so agrees, the 
period specified in Daracrraoh (2k or such neriod as extended 
•M' PUBLIC LAW 86-778-8EPT. IB, lftM [t4 STAT. 
**(ii) wage reports filed by a State pursuant to an agree-
41 vac+II. 0 ^ ^
 under section 218 or regulations of the Secretary 
thereunder; or 
44(iii) assessments of amounts due under an agreement 
Bursuant to section 218, if such assessments are made within le period specified in subsection (q) of such section, or 
allowances of credits or refunds of overpayments by a State 
under an agreement pursuant to 6uch section; 
except that no amount of self-employment income of an individual 
for any taxable year (if such return or statement was filed after 
the expiration of the time limitation following the taxable year) 
shall be included in the Secretary's records pursuant to this 
subparagraph;". 
(3) (A) The amendments made by paragraphs (1) and (2) shall 
become effective on the first day of the second calendar year following 
the rear in which this Act is enacted. 
(6 ) In any case in which the Secretary of Health, Education, and 
Welfare has notified a State prior to the beginning of such second 
calendar year that there is an amount due by such State, that such 
State's claim for a credit or refund of an overpayment is disallowed, 
or that such State has been allowed a credit or refund of an overpay-
ment, under an agreement pursuant to section 218 of the Social Se-
curity Act, then the Secretary shall be deemed to have made an assess-
ment of such amount due as provided in section 218(q) of such Act 
or notified the State of such allowance or disallowance, as the case 
may be, on the first day of such second calendar year. In such a case 
Am., p. tu. the &0-day limitation in section 218(s) of such Act shall not be ap-
plicable with respect to the assessment so deemed to have been maae 
or the notification of allowance or disallowance so deemed to have been 
given the State. However, the preceding sentences of this subpara-
graph shall not apply if the Secretary makes an assessment of such 
amount due or notifies the State of sucn allowance or disallowance on 
or after the first day of the second calendar year following the year 
in which this Act is enacted and within the period specified in section 
218 (q) of the Social Security Act or the period specified in section 
AM: p. #j3. 218(r) of such Act, as the case may be. 
Municipal and County Hospitals 
(g) Section 218(d)(6)(B) of the Social Security Act is amended 
by adding at the end thereof the following new *>nfpnM>- **T/ * »*-
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(2) an; employee in the office of the county superintendent 
of education or tne county school supervisor, or in the office of 
the principal of any county or municipal public elementary or 
secondary school in the State; and 
(3) any individual licensed to serve in the capacity of teacher 
who is engaged in any educational capacity in any day or night 
school conducted under the supervision of the State department 
of education as a part of the adult education program provided 
for under the laws of Mississippi or under the laws of the United 
States. 
Justices of the Peace and Constsbles in the Stste of Nebraska 
(i) Notwithstanding sny provision of section 218 of the Social 
Security Act, the agreement with the State of Nebraska entered into 4* V9C «*•• 
pursuant to such section may, at the option of such State, be modified 
so as to exclude services performed within such State by individuals 
as justices of the peace or constables, if such individuals are compen-
sated for such services on a fee basis. Any modification of such agree-
ment pursuant to this subsection shall be effective with respect to 
services performed after an effective date specified in such modifi-
cation, except that such date shall not be earlier than the date of 
enactment of this Act 
Teachers in the State of Maine 
(j) Section 816 of the Social Security Amendments of 1958 is "**• Un-
amended by striking out "July lf I960" and inserting in lieu thereof 4 2 U 1 C 4 U *°t#-
"July 1,1961". 
Certain Employees in the State of California 
(k) Notwithstanding any provision of section 218 of the Social 
Security Act, the agreement with the State of California heretofore 
entered into pursuant to such section may at the option of such State 
be modified, at anv time prior to 1962, pursuant to subsection (c) (4) 
of such section 218, so as to apply to services performed by any mdi-
vidua! who, on or after January 1, 1957. and on or before December 
81, 1959, was employed by sucn State {or any political subdivision 
thereof) in any hospital employee's position which, on September 1, 
1954, was covered by a retirement svstem, but which, prior to I960, 
was removed from coverage by sucn retirement system if, prior to 
July 1,1960, there have been paid in good faith to the Secretary of 
the Treasury, with respect to any of the services performed by such 
individual in any such position, amounts equivalent to the sum of the 
taxes which would have been imposed by sections SlOl and Sill of 
the Internal Revenue Code of 1954 if such services had constituted
 J 1 ? . U i C i l 0 1 -
employment for purposes of chapter 21 of such Code at the time thev ae use not •t 
were performed. Notwithstanding the provisions of subsection (f) ••* 
of such section 218 such modification shall be effective with respect 
to (1) all services performed by such individual in any such position 
on or after January 1, I960, and (2) all such services, performed 
before such date, with respect to which amounts equivalent to such 
taies have, prior to the date of enactment of this subsection, been paid. 
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Inclusion of Texas Among States Which Are Permitted To Divide 
Their Retirement Systems Into Two Parts for Purposes of Obtain-
ing Social Security Coverage Under Federal-State Agreement 
Am:
 P. m . (J) Section 218(d) (6) (C) of the Social Security Act is amended 
by inserting "Texas/' before "Vermont". 
EXTENSION OP THE FftOORAM TO OV AM AXD AMERICAN SAMOA 
^JJ#«I. *>. M), SEC. 103. (*) (1) (A) The next to the last sentence of section 202(i) 
of the Social Security Act is amended by striking out ''Puerto Rico, 
or the Virgin Islands" and inserting in lieu thereof "the Common-
wealth of Puerto Rico, the Virgin Islands, Guam, or American 
Samoa". 
(B) The last sentence of such section 202(i) is amended by striking 
out "anv of such States, or the District of Columbia*1 and inserting 
in lieu thereof "any State". 
(2) Section 101(d) of the Social Security Act Amendments of 
+V rn' 4 i i i * 6 1J)50 i n d secilon 6(«)(2) of the Social Security Act Amendments 
"2 vsc'402 not*, of 1032 are each amended by striking out "Puerto Rico or the Virgin 
Islands*' and inserting in lieu thereof "the Commonwealth of Puerto 
Rico, the Virgin Islands, Guam, or American Samoa". 
«juac40J. ^b) Section 203(k) of the Social Security Act is amended by 
striking out "Puerto Rico, or the Virgin Islands" and inserting in 
lieu thereof "the Commonwealth of Puerto Rico, the Virgin Islands, 
Guam, or American Samoa", and by striking out "Puerto Rico and 
the Virgin Islands" and inserting in lieu thereof "the Commonwealth 
of Puerto Rico, the Virgin Islands, Guam, and American Samoa". 
42 use 4io. (c) Section 210(a) (7) of such Act is amended to read as follows: 
"(7) Service performed in the employ of a State, or any poli-
tical subdivision thereof, or any instrumentality of any one or 
more of the foregoing which is wholly owned thereby, except 
that this paragraph snail not apply in the case of— 
"(A) service included under an agreement under section 
42 use 4 ta. 218, 
"(B) service which, under subsection (k), constitutes cov-
ered transportation service, or 
**(C) service in the employ of the Government of Guam 
or the Government of American Samoa or any political 
subdivision thereof^  or of any instrumentality of anv one or 
more of the foregoing which is wholly owned thereby, per-
formed by an officer or employee thereof (including a mem-
ber of the legislature of any such Government or political 
subdivision), and, for purposes of this title— 
44
 (i) anj person whose service as such an officer or 
employee is not covered by a retirement system estab-
lished by a law of the United States shall not, with re-
spect to such service, be regarded as an officer or em-
ployee of the United States or any agency or instru-
mentality thereof, and 
**(ii) the remuneration for service described in clause 
fi) (including fees paid to a public official) shall be 
leemed to have been paid by the Government of Guam 
or the Government of American Samoa or bv a political 
subdivision thereof or an instrumentality of any one or 
more of the foregoing which is wholly owned thereby, 
whichever is appropriate ;"• 
& 
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(d) Section 210(a) of such Act is further amended— «* wc 4I°-
(1) by striking out "or" at the end of paragraph (16), 
(2) by striking out the period at the end ox paragraph (17) 
ana inserting in lieu thereof"; or ". and 
(3) by aading at the end thereof the following new paragraph: 
"(18) Service performed in Guam by a resident of the Re-
public of the Philippines while in Guam on a temporary basis 
as a nonimmigrant alien admitted to Guam pursuant to section 
101(a)(15)(H)(ii) of the Immigration and Nationality Act 
(8 u i . C . 1101 (a) (15) (H) ( i i ))» " *•'• "* 
(e) Section 210(h) of such Act is amended to read as follows: 
"State 
*(h) The term 'State' includes the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Islands, Guam, and American 
Samoa." 
(f) Section 210(i) of such Act is amended to read as follows: 
"United State* 
*(i) The term TJnited States' when used in a geographical sense 
means the States, the District of Columbia, the Commonwealth of 
Puerto Rico, the Virgin Islands, Guam, and American Samoa." 
(g)(1) Section 211(a) of such Act is amended by striking out the 4* w c «»• 
period at the end of paragraph (7) and inserting in lieu thereof 
*; and"1, and by inserting after paragraph (7) the following new para-
graph : 
"(8) The term 'possession of the United States9 as used in sec-
tions 931 (relating to income from sources within possessions of tauactai.taa. 
the United States) and 932 (relating to citizens of possessions of 
the United States) of the Internal Revenue Code of 1954 shall be 
deemed not to include the Virgin Islands, Guam, or American 
Samoa.* 
(2) Clauses (v) and (vi) in the last sentence of section 211(a) of 
such Act are each amended by striking out "paragraphs (1) through 
(6)" and inserting in lieu thereof "paragraphs (1) through (6) and 
paragraph (8)". 
(h) Section 211 (b) of such Act is amended by striking out the last 
two sentences and inserting in lieu thereof the following: 
"An individual who is not a citizen of the United States but who is a 
resident of the Commonwealth of Puerto Rico, the Virgin Islands, 
Guam, or American Samoa shall not, for the purposes of this subsec-
tion, be considered to be a nonresident alien individual." 
(i) Section 218(b) (1) of such Act isamended by inserting ", Guam, «*utc«ie. «it. 
or American Samoa** immediately before the period at the end thereof. 
( j ) ( l ) Section219of such Act isrepealed. *n>~u. 
(2) (A) Section 210( j) of such Act is repealed. 
(B) Subsections (k) through (o) of section 210 of such Act are 
redesignated as subsections (j) through (n), respectively. 
(C) Sections 202(i), 216(h)(1), and 217(e)(1), and the last para-
 41VU4£402'411" 
~?h of section 209, are each amended by striking out "section 210 
«5 mHl)"»nd inserting in lieu thereof "section 210(1) (1)". (D) Section 202 (t) (4) (D) of such Act is amended— (i) by striking out ^ section 210(m) (2)", "section 210(m) (8)". 
and "section 210(m) (2) and (8)" and inserting in lieu thereof 
Section 210(1) (2)"."section 210(1) (3)", and "section 210(1) (2) 
and (8) ^ respectively; and 
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(ii) by striking out "section 210(n)" each place it appears and 
inserting in lieu thereof "section 210(m)w. 
4tutC4*s,4*t. (E) Sectjon 205(p)(l) of such Act is amended by striking out 
"subsection (m)(l)"aml inserting in lieu thereof "subsection (1)(1)". 
(F) Section 20D(j) of such Act is amended by striking out "section 
810(k) (3) (C)" and inserting in lieu thereof "section 210(j)(3)(C)9V. 
(G) Section 218(c) (C) (C) of such Act is amended by striking out 
"sect ion 210(1)" and inserting in lieu thereof "section 210(k)w. 
4i use 4iu (3> Section 211 (a) (6) of such Act js amended to read as follows: 
"(6) A resident of the Commonwealth of Puerto Rico shall 
compute his net earnings from self-employment in the same man-
ner as a citizen of the United States out without regard to the 
H use fix provisions of section 033 of the Internal Revenue Code of 1954;". 
2t use H02. (k)( l ) Section 1402(a) of the Internal Revenue Code of 1054 
(relating to definition of net earnings from self-employment) is 
amended by striking out the period at the end of paragraph (8) 
und inserting in lieu thereof "; andM. and by inserting after para-
graph (8) the following new paragraph: 
"(9) the term ^possession of the United States' as used in 
sections 931 (relating to income from sources within possessions 
tsusctjutjx of the United States) and 932 (relating to citizens of possessions 
of the United States) shall be deemed not to include the Virgin 
Islands, Guam, or American Samoa." 
(2) Clauses (v) and (vi) in the last sentence of such section 
1402(a) are each amended by striking out "paragraphs (1) through 
(7)" and inserting in lieu thereof "'paragraphs (1) through (7) 
and paragraph (9) . 
(1) The last sentence of section 1402(b) of such Code (relating to 
definition of self-employment income) is amended by striking out 
"the Virgin Islands or a resident of ruerto Rico" and inserting in 
lieu thereof "the Commonwealth of Puerto Rico, the Virgin Islands, 
Guam, or American Samoa". 
as use i4os. (m) Section 1403(b)(2) of such Code (relating to cross refer-
ences) is amended by inserting ", Guam, American Samoa," after 
"Vircin Islands". 
(n) Section 8121(b)(7) of auch Code (relating to definition of 
employment) is amended to read as follows: 
"(7) service performed in the employ of a State, or any polit-
ical subdivision thereof, or any instrumentality of any one or 
more of the forepoing which is wholly owned thereby, except that 
this paragraph shall not apply in the case of— 
"(A) service which, under subsection (j), constitutes 
covered transportation service, or 
"(B) service in the employ of the Government of Guam 
or the Government of American Samoa or any political sub-
division thereof, or of any instrumentality of any one or 
more of the foregoing which is wholly owned thereby, per-
formed by an officer or employee thereof (including a mem-
ber of the legislature of any auch Government or political 
subdivision), and, for purposes of this title with respect 
to the taxes imposed by this chapter— 
u(i) any person whose service as such an offioer or 
employee is not covered by a retirement system estab-
lished by a law of the United Sutes shall not, with 
respect to such service, be regarded as an employee of 
the United States or any agency or instrumentality 
thereof, and 
"(ii) the remuneration for service described in clause 
ii) (including fees paid to a public official) ahall be eemed to have been p*id by the Government of Guam 
as use list. 
ii 
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or the Government of American Samoa or by a political 
subdivision thereof or an instrumentality of any one 
or more of the foregoing which is wholly owned thereby, 
whichever is appropriate:". . . . . 
(o) Section 3121 (b) of such Code is further amended— , # w c mu 
11) by striking out "orM at the end of paragraph (16). 
(2) by striking out the period at the end of paragraph (17) 
ana inserting in lieu thereof*•; or", and 
(3) by adding at the end thereof the following new 
paragraph: 
"(16) service performed in Guam by a resident of the Republic 
of the Philippines while in Guam on a temporary basis as a non-
immigrant alien admitted to Guam pursuant to section 101(a) 
(15) (II) (ii) of the Immigration and Nationality Act (8 U.S.C. 
1101(a)(15)(H)(ii)).w 
(p) Section 3121 (e) of such Code (relating to definition of State, " **• »•* 
United States, and citizen) is amended to rendTas follows: 
**(e) STATE, UKITTD STATE*, AKD CITIZEN.—For purposes of this 
chapter— 
"(1) STATE.—The term 'State* includes the District of Colum-
bia, the Commonwealth of Puerto Rico, the Virgin Islands, Guam, 
ana American Samoa. 
44
 (2) UNITED STATES.—The term cUnited States' when used in a 
geographical sense includes the Commonwealth of Puerto Rico, 
the v irgin Islands, Guam, and American Samoa. 
An individual who is a citizen of the Commonwealth of Puerto Rico 
(but not otherwise a citizen of the United States) shall be considered, 
lor purposes of this section, as a citizen of the United States." 
(q)( l) Subchapter C of chapter 21 of such Code (general provi- i t & u , c i m " 
sions relating to tax under Federal Insurance Contributions Act) is 
amended by redesignating section 3125 as section 8126, and by insert-
ing after section 3124 the following new section: 
-SEC I12S. RETURNS IK THE CASE OF GOVERKMENTAL EMPLOYEES 
IN GUAM AND AMERICAN SAMOA. 
a (a) GUAM.—The return and payment of the taxes imposed bv this 
chapter on the income of individuals who are officers or employees 
of tne Government of Guam or any political subdivision thereof or of 
any instrumentality of any one or more of the foregoing which is 
wholly owned thereby, and those imposed on such Government or 
political subdivision or instrumentality with respect to having such 
individuals in its employ, may be made by the Governor of Guam or 
by such agents as he may designate. The person making such return 
may, for convenience of administration, make payments of the tax 
imposed under section 8111 with respect to the service of such indi- *• u , c *ltl* 
viduals without regard to the $4,600 limitation in section 3121(a)(1). 
**(b) AMERICAN SAMOA.—The return and payment of the taxes 
imposed by this chapter on the income of individuals who are officers 
or employees of the Government of American Samoa or any political 
subdivision thereof or of any instrumentality of any one or more of 
the foregoing which is wholly owned thereby, and those imposed on 
such Government or political subdivision or instrumentality with 
respect to having such individuals in its employ, may be made by the 
Governor of American Samoa or by such agents as he may designate. 
The person miking such return may, for convenience of administra-
tion, make payments of the tax imposed under section 8111 with 
respect to the service of such individuals without regard to the $4,800 
limitation in section 8121(a) (1)." 
MO PUBLIC LAW SS-TTS-SEPT. 13, I960 [74 S T A T . 
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2^J The table of sections for such subchapter C is amended by 
striking out 
-Sec. 8125. Short title." 
and insert ing in lieu thereof: 
*8*c. 3123. Returns in the case of governmental employees In Guam and 
AnuTlcun Baiuoa. 
-Sec. B12C Short title." 
(r)( l ) Section 6203(a) of such Code (relating to adjustment of 
tax) is amended by adding at the end thereof the following new 
paragraph: 
44{&) GFAM OR AMERICAN SAMOA AS EMPLOYER,—For DUrpOSeS 
of this subsection, in the case of remuneration received during 
any calendar year from the Government of Guam, the Govern-
ment of American Samoa, a political subdivision of either, or 
any instrumentality of any one or more of the foregoing which 
is wholly owned thereby, the Governor of Guam, the Governor 
of American Samoa, ana each agent designated by either who 
makes a return pursuant to sect ion 3125 shall be deemed a separate 
employer." 
(2) Section 6413(a) of such Code (relating to adjustment of tax) 
is amended bv adding at the end thereof the following new paragraph: 
"(3) GUAM OR AMERICAN SAMOA AS EMPLOYER.—For purposes 
of this subsection, in the case of remuneration received during any 
calendar year from the Government of Guam, the Government of 
American Samoa, a political subdivision of either, or any instru-
mentality of anv one or more of the foregoing which is wholly 
owned thereby, the Governor of Guam, the Governor of American 
Samoa, and each apent designated by either who makes a return 
pursuant to section 3125 shall be deemed a separate employer." 
(3) Section 6413(c)(2) of such Code (relating to applicability of 
special rules to certain employment taxes) is amendea by adding at 
tne end thereof the following new subparagraphs: 
"(D) GOVERNMENTAL EMPLOYEES IN OUAM.—In the case of 
remuneration received from the Government of Guam or any 
political subdivision thereof or from any instrumentality of any 
one or more of the foregoing which is wholW owned thereby, dur-
ing any calendar year, the Governor of Guam and each apent 
designated by him who makes a return pursuant to section 3125(a) 
shall, for purposes of this subsection, be deemed a separate 
employer. 
"(E) GOVERNMENTAL EMPLOYEES IN AMERICAN SAMOA.—In the 
case of remuneration received from the Government of American 
Samoa or any political subdivision thereof or from any instru-
mentality of any one or more of the foregoing which is wholly 
owned tnereby. during any calendar vear, the Governor of Amer-
ican Samoa ana each apent desipnated by him who makes a return 
Eursuant to section 3125(b) shall, for purposes of this subsection, 
p deemed a separate employer." 
(4) The heading of such section 6413(c) (2) is amended by striking 
out "AXD EMPLOYEES OP CEJTTAIN FOREIGN CORPORATIONS" and inserting 
in lieu thereof ", EMPLOYEES OP CERTAIN FOREIGN CORPORATIONS, AND 
GOVERNMENTAL EMPLOYEES IN or AM AND AMERICAN SAMOA". 
(a) Section 7213 of such Code (relating to unauthorised disclosure 
of information) is amended by redesignating subsection (d) as sub-
section (e) and by inserting after subsection (c) the following new 
subsection: 
u
 (d) DISCLOSURES BY CERTAIN DELEGATES OP SECRETARY.—All pro-
visions of law relating to the disclosure of information, and all pro-
visions of law relating to penalties for unauthorized disclosure of in-
fr/r*. 
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formation, which are applicable in respect of any function under this 
title when performed by an officer or employee of the Treasury De-
partment are likewise applicable in respect of such function when per-
formed by any person who is a 'delegate* within the meaning of sec-
tion 7701 (a) (12) (B).n 
(t) Section 7701 (a)(12) of such Code (relating to definition of 
delegate) is amended to read as follows: 
*(12) DELEGATE.— 
"(A) IN GENERAL.—The term 'Secretary or his delegate* 
means the Secretary of the Treasury, or any officer, employee, 
or agency of the Treasury Department duly authorized by 
the Secretary (directly, or indirectly by one or more redele-
§at ions of authority) to perform the function mentioned or escribed in the context, and the term 4or his delegate* when 
used in connection with anv other official of the United States 
shall be similarly construed. 
44
 (li) PERFORMANCE or CERTAIN FUNCTIONS IN or AM OR 
AMERICAN SAMOA.—The term 'delegate*, in relation to the per-
formance of functions in Guam or American Samoa with re-
spect to the taxes imposed by chapters 2 and 21, also includes MOI^IO0! «*••! 
any officer or employee of any other department or agency of 
the United States, or of any possession thereof, duly author-
ized by the Secretary (directly, or indirectly by one or more 
redelegations of authority) to perform such functions." 
(u) Section 30 of the Organic Act of Guam (48 U.S.C., aec. 1421h) 
is amended by inserting before the period at the end thereof the fol-
lowing:a; except that nothing in this Act shall be construed to apply 
to any tax imposed by chapter 2 or 21 of the Internal Revenue Code 
of 1954". 
(v) ( l ) The amendments made by subsection (a) shall apply onty 
with respect to reinterments after the date of the enactment of this 
Act. The amendments made by subsections (b), (e), and (f) shall 
apply only with respect to service performed after I960: except 
that insofar as the carrying on of a trade or business (other than per-
formance of service as an employee) is concerned, such amendments 
thai! apply only in the case of taxable years beginning after 
#4 » * . » l 
I9G0. The amendments made by subsections (d), (i), (o), and (p) 
shall apply only with respect to service performed after 1960. l i ie 
amendments made by subsections (h) ana (1) shall apply only in the 
ease of taxable years beginning after 1960. The amendments made 
by subsections fc), (n), (o), and (r) shall apply only with respect 
to (1) service in the employ of the Government of Guam or any 
political subdivision thereof, or any instrumentality of any one or 
more of the foregoing wholly owned thereby, which is performed after 
1960 and after the calendar quarter in which the Secretary of the 
Treasury receives a certification by the Governor of Guam that legis-
lation has been enacted by the Government of Guam expressing its 
desire to have the insurance system established by title II of the 
Social Security Act extended to the officers and employees of such
 ##V UiC 4PI 
Government and such political subdivisions and instrumentalities, 
and (2) service in the employ of the Government of American Samoa 
or any political subdivision thereof or any instrumentality of any one 
or more of the foregoing wholly owned thereby, which is performed 
after 1960 and after the calendar quarter in which the Secretary 
of the Treasury receives a certification by the Governor of American 
Samoa that the Government of American Samoa desires to have the 
insurance system established by such title II extended to the officers 
end employees of such Government and such political subdivisions 
and instrumentalities. The amendments made by subsections (g) 
Ht PUBLIC LAW 8e-778-SEPT. 13, I960 [74 STAT. 
and (k) shall apply only in the case of taxable years beginning after 
19C0, excent that, insofar as they involve the nonopplication of sec-
ts use ts2. tio n 930 0 | the Internal Revenue Code of 1954 to the Virgin Islands 
n & U i C M 0 %m *or purposes of cliapter 2 of such Code and section 211 of the Social 
*2usc4!L Security Act, such amendments shall be effective in the case of all 
taxable years with resj>ect to which such chapter 2 (and corresponding 
provisions of prior law) and such section 211 are applicable. The 
amendments made by subsections (j), (s), and (t) shall take effect 
on the date of the enactment of this Act; and there are authorized to 
lie appropriated such sums as may be necessary for the performance 
by any officer or employee of functions delegated to him by the 
Secretary of the Treasury in accordance with the amendment made 
by such subsection (t). 
(2) The amendments made by subsections (c) and fn) shall have 
application only as expressly provided therein, and determinations 
•is to whether an officer or employee of the Government of Guam or 
the Government of American Samoa or any political subdivision 
thereof, or of any instrumentality of any one or more of the forecoing 
which is wholly owned thereby, is an employee of the United States 
or any agency or instrumentality thereof within the meaning of any 
provision of law not affected by such amendments, shall be made with-
out any inferences drawn from such amendments. 
(3) The repeal (by subsection (j) (1)) of section 219 of the Social 
*#*#.* §37. Security Act, and the elimination (by subsections (e), (f), (h), 
(j)(2),and (j)(3)) of other provisions of such Act making reference 
to such section 219, 6hall not be construed as changing or otherwise 
affecting the effective date specified in such section for the extension 
to the Commonwealth of Puerto Rico of the insurance system under 
4j use 401 *t f j tje JJ 0f s u ch ^ c ^ the manner or consequences of 6uch extension, or 
the status of any individual with respect to whom the provisions so 
eliminated are applicable. 
SERVICE OP r.VBEXT FOB SON OK DAUOHTEX 
42 use410. SEC. 104. (a) Section 210 (a)(3) of the Social Security Act is 
amended to read as follows: 
"(3) (A) Service performed by an individual in the employ 
of his spouse, and service performed by a child under the age of 
twenty-one in the employ of his father or mother; 
"(B) Service not in the course of the employer's trade or 
business, or domestic service in a private home of the employer, 
performed by an individual in the employ of his son or daughter;". 
S0USCS12L (b) Section 3121(b)(3) of the Internal Revenue Code of 1954 
(relating to definition of employment) is amended to read as follows: 
"(3) (A) service performed by an individual in the employ of 
his spouse, and service performed by a child under the age of 21 
in the employ of his father or mother; 
"(B) service not in the course of the employer's trade or 
business, or domestic service in a private home of the employer, 
reformed bv an individual in the employ of his son or daughter:". The amendments made bv subsections (a) and (b) shall apply 
only with respect to services performed after 1960. 
u m b r a s or noHntorrr O*OANIXATIOHS 
SEC. 105. (a) (1) The first sentence of section 8121 (k) (1) (A) of the 
Internal Revenue Code of 1954 (relating to waiver of exemption by 
religious, charitable, and certain other organizations) is amended by 
•triking out "and that at least two-thirds of it* employees concur in the 
filing of the certificate". 
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(2) Tlie second sentence of such section 8121 (k) (1) (A) is amended *"* * "x 
by inserting"(if any)v after "each employee*.
 M u i e t l , L (3) Section 8121 (k) (1) (E) of such Code is amended by striking w ^ 1 1 , L 
out the last two sentences ond inserting in lieu thereof: "An organiza-
tion which has so divided its employees into two groups may file a 
certificate pursuant to subparagraph (A) with respect to the employees 
in either group, or may file a separate certificate pursuant to such 
subparagraph with respect to the employees in each group." 
(b)(1) If— 
(A) an individual performed service in the employ of an 
organization after 1950 with respect to which remuneration was 
paid before July 1, I960, and such service is excepted from em-
ployment under section 210(a) (8) (B) of the Social Security Act- «» « * 4*°-
(B) such service would have constituted employment as defined 
in section 210 of such Act if the requirements of section 3121 
(k) (1) of the Internal Revenue Code of 1954 (or corresponding 
provisions of prior Isw) were satisfied, 
(C) such organization paid before August 11, 1960, any 
amount, as taxes imposed by sections 3101 and 3111 of the Internal 
Revenue Code of 1954 (or corresponding provisions of prior law), ^J , V i C * l 0 *• 
with respect to such remuneration paid by the organization to the 
individual for such service, 
(D) such individual (or a fiduciary acting for such individual 
or his estate, or his survivor (within the meaning of section 205 
(c)(1)(C) of the Social Security Act)) requests that such 4 2 U f C 4 0 S-
remuneration be deemed to constitute remuneration for employ-
ment for purposes of title II of the Social Security Act, ana
 ##\* w , c 40i #f (E) the request is made in such form and manner, and with 
such official, as may be prescribed by regulations made by the 
Secretary of Healthy Education, and Welfare, 
then, subject to the conditions statea in paragraphs (2), (8), and (4), 
the remuneration with respect to which the amount has been paid as 
taxes shall be deemed to constitute remuneration for employment for 
purposes of t itle II of the Social Security Act. 
(2) Paragraph (1) shall not apply with respect to an individual 
unless the organization referred to in paragraph (1) (A)— 
(A) on or before the date on which the request described 
in paragraph (1) is made, has filed a certificate pursuant to 
section 3121(k)(l) of the Internal Revenue Code of 1954 (or 
corresponding provisions of prior law), or 
(B) no longer has any individual in its employ for remunera-
tion at the time such request is made. 
(3) Paragraph (1) shall not apply with respect to an individual 
who was in the employ of the organization referred to in paragraph 
(2)(A) at any time during the 24-month period following the cal-
rndar quarter in which the certificate was filed, unless the organiza-
tion paid an amount as taxes under sections 8101 and 8111 of the 
Internal Revenue Code of 1954 (or corresponding provisions of prior 
low) with respect to remuneration paid t>y the organization to the 
employee during some portion of such 24-month period. 
(4) If credit or refund of any portion of the amount referred to 
in paragraph (1)(C) (other than a credit or refund which would 
he allowed if the service constituted employment for purposes of 
chspter 21 of the Internal Revenue Code of 1954) has been obtained, J * V i C " 0 I 
paragraph (1) shall not apply with respect to the individual unless ~ * 
the amount credited or refunded (including any interest under i 
lion «€11) is repaid before January 1,1963. 
MS 
SSUSCMIk 
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(A) any remuneration for service performed by an individual 
is aeemcd pursuant to paragraph (I) to constitute remuneration 
for employment for purposes of title II of the Social Security 
Act 
(Ii) such individual performs service, on or after the date 
on which the request is made, in the employ of the organization 
referred to in paragraph (1)(A). and ^ 
(C) the certificate filed by sucn organization pursuant to sec-
tion S121 (k) (1) of the Internal Revenue Code of 1954 (or cor-
responding provisions of prior law) is not effective with respect 
to service performed by such individual before the first day of 
the calendar quarter following the quarter in which the request 
is made, 
then, for purposes of clauses (ii) and (iii) of section 210 (a) (8) (B) 
of the Social Security Act and of clauses (ii) and (iii) of section 
n use itjL 3121 (b) (8) (B) of the Internal Revenue Code of 1954, such individual 
shall be deemed to have become an employee of such organization 
(or to have become a member of a group described in section 3121 
fk)( l ) (E) of such Code) on the first day of the calendar quarter 
following the quarter in which the reouest is made. 
(6) Section 403(a) of the Social Security Amendments of 1954 
is amended by striking out "filed in such form and manner" and 
inserting in lieu thereof "filed on or before the date of the enactment of 
the Social Security Amendments of 19C0 and in such form and 
43 VSC 410. 
at ft*, iota. 
manner" 
H vc 1402. (c) n ) Section 1402 of such Code is further amended by adding at 
the ena thereof the following new subsection: 
u(g) TREATMENT or CERTAIN REMUNERATION ERRONEOUSLY RE-
PORTED As NET EARNIXOS FROM SELF-EMPLOYMENT.—If— 
"(1) an amount is erroneously paid as tax under section 1401, 
for any taxable year ending after 1954 and before 1962, with 
respect to remuneration for service described in section 8121 
(b) (8) (other than service described in section 3121 (b) (6) (A)) , 
and such remuneration is reported as self-employment income on 
a return filed on or before the due date prescribed for filing such 
return (including any extension thereof), 
"(2) the individual who paid such amount (or a fiduciary 
acting for such individual or his estate, or his survivor (within 
42 use 405. the meaning of section 205 (c) (1) (C) of the Social Security Act)) 
requests that such remuneration be deemed to constitute net earn-
ings from sel f -employment-
' s ) guch request is filed after the date of the enactment of this 
paragraph and on or before April 15,1962, 
"(4) such remuneration was paid to such individual for serv-
ices performed in the employ of an organization which, on or 
before the date on which such request is filed, has filed a certificate 
pursuant to section 3121 (k),and 
"(5) no credit or refund of any portion of the amount er-
roneously paid for such taxable vear as tax under aection 1401 
(other than a credit or refund wnich would be allowable if such 
tax were applicable with respect to such remuneration) has been 
obtained before the date on which such request is filed or, if ob-
tained, the amount credited or refunded (including any interest 
ill! J?iS*MI1, under aection 6011) is repaid on or before such date, 
then, for purposes of this chapter and chapter 21, any amount of such 
remuneration which is paid to such individual before the calendar 
quarter in which such request is filed (or before the succeeding quarter 
if auch certificate first becomes effective with respect to aervices per-
formed by auch individual in such succeeding quarter), and with re-
I t VSC I12L 
42 USC 410. 
T4 STAT.) PUBUC LAW 86-T78-8EPT. 18, I960 945 
ft)*ct to which no tax (other than an amount erroneously paid as tax) 
has been paid under chapter 21, shall be deemed to constitute net
 # j £ w , c i l 0 l # l 
earnings from self-employment and not remuneration for employment 
For purposes of sect ion 3121(b) (8) (B)(ii) and (iiih if the certificate 
filed by such organization pursuant to section 3121 (k) is not effective 
with respect to services j>crformed by such individual on or before the 
first d:iy of the calendar qunrter in which the request is filed, each 
individual shall be deemed to have become an employee of such organi-
xation (or to have become a member of a group described in section 
8121(kWl)(E)) on the first day of the succeeding quarter." +*+ + u* 
(2) Remuneration which is deemed under section 1402(c) of the 
Internal Revenue Code of 1954 to constitute net earnings from self- *"'+ *t44' 
employment and not remuneration for employment shall also be 
deemed, for purposes of title II of the Social Security Act, to constitute
 9f£v%c 40t " 
net earnings from self-employment and not remuneration for employ-
ment. If, pursuant to tne last sentence of section 1402(e) of the 
Internal Revenue Code of 1954, an individual is deemed to have 
become an employee of an organization (or to have become a member 
of a croup) on the first day of a calendar quarter, such individual 
shall likewise be deemed, for purposes of clause (ii) or (iii) of section 
210(a) (8) (B) of the Social Security Act, to have become an employee 
of such organization (or to have become a member of such group) 
on such day. 
(d)(1) The amendments made by subsection (a) shall apply only 
with respect to certificates filed under section 3121 (k)(l) of the 
Internal Revenue Code of 1954 after the date of the enactment of 
this Act. 
(2) Ko monthly benefits under title II of the Social Security Act 
for tne month in which this Act is enacted or any prior month shall 
be payable or increased by reason of the provisions of subsections 
(b) and (c) of this section or the amendments made by such sub-
sections, and no lump-sum death payment under such title shall be 
payable or increased by reason oi such provisions or amendments 
in the case of any individual who died prior to the date of the enact-
ment of this Act. 
AXEftlCAH CITIZEN EHPLOVEES OF FOREIGN OOVEBXMEXTfi AND IKTEB-
KATIONAL ORGANIZATIONS 
Src IOC. (a) Section 211(c)(2) of the Social Security Act is 
amended to read ns follows: 
44(2) The performance of service by an individual as an em-
ployee, otlier than— 
"(A) service described in section 210(a) (14HB) per-
formed by an individual who has attained tne age of 
eighteen, 
"(B) sen ice described in section 210(a) (16), 
U(C) service described in section 210(a) (11), (12), or 
(15) performed in the United States by a citizen of the 
United States, and 
"(D) service described in paragraph (4) of this sub-
section ;*. 
(b) Sect ion 1402 (c)(2) of the Internal Revenue Code of 1954 (relat-
ing to definition of trade or business) is amended to read as follows: 
"(2) the performance of service by an individual as an em-
ployee, other than— 
"(A) service described in section 8121(b) (14) (B) per-
formed by an individual who has attained the age of 18, 
"(B) service described in section 8121(b) (16), 
mm CMt-40 
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MUSC stai, 4*/C) ^ ^ described in section 3121(b) (11V (12), or 
(15) performed in the United States (as defined in section 
**% p. t» . 8121(e) (2)) by a citizen of the United States, and 
44(D) service described in paragraph (4) of this subsec-
tion;", 
(c) The smendments mode by this section shall apply only with 
respect to taxable years ending on or after December 31,19C0; except 
4 2 U9C
 **
x
 that for purnoses of section 203 of the Social Security Act, the amend-
ment made by subsection (a) shall apply only with respect to taxable 
years (of the individual performing the service involved) beginning 
after the date of the enactment of this Act. 
TITLE II-ELIGIBILITY FOR BENEFITS 
CHILDREN K B K OB ADOPTED AFTEB OK SET OF FAKEXT's DISABILITY 
42 use 40a. SEC. 201. (a) Section 202(d) (1) (C) of the Social Security Act is 
amended to read as follows: 
44(C) was dependent upon such individual— 
"(i) if such individual is living, at the time such applica-
tion was filed, 
44
 (ii) if such individual has died, at the time of such death, 
or 
"(in) if such individual had a period of disability which 
continued until he became entitled to old-age or disability in-
surance benefits, or (if he has died) until the month o! his 
death, at the beginning of 6uch period of disability or at the 
time he became entitleato such benefits,". 
(b) Section 202 (d) (1) of such Act is further amended by adding 
at the end thereof the following new sentence: "In the case of an 
individual entitled to disability insurance benefits, the provisions of 
clause (i) of subparagraph (C) of this paragraph shall not apply to 
a child of such individual unless he (A) is the natural child or step-
child of such individual (including such a child who was legally 
adopted by such individual) or (B) was legally adopted by such in-
dividual before the end of the twenty-four month period beginning 
with the month after the month in which such individual most recent-
ly became entitled to disability insurance benefits, but only if (i) pro-
ceedings for such adoption of the child had been instituted by such 
individual in or before the month in which began the period of dis-
ability of such individual which still exists at the time of such adoption 
or (ii) such adopted child was living with such individual in such 
month." 
(c) The amendments made by this section shall apply as though 
this Act had been enacted on August 28, 1958, and with respect 
to monthly benefits under section 202 of the Social Security Act for 
months after August 1D58 based on applications for such benefits 
filed on or after August 28,1958. 
OOXTIXI7n> DEFENDENCT OF STEPCHILD OK XATUBAL FA THE* 
* • * * • * * SEC. 202. (a) Section 802(d)(8) of the Social Security Act is 
amended by striking out subparagraph (C), and by striding out 
", or" at the end of subparagraph (B) and inserting in lieu thereof a 
period. 
(b) The amendments made by subsection (a) shall apply with re-
spect to monthly benefits under section 202 of the Social Security Act 
for months beginning with the month in which this Act is enacted, 
but only if an application for such benefits is filed in or after such 
month. 
T4 BTAT.1 PUBLIC LAW 8e?Ta-SEPT. tt, MM 
FAYMKKT Or BURIAL EirENSZS 
SEC. 203. (a) The second and third sentences of sections 202(i) of 
the Sociul Security Act are amended to read as follows: "If there is 
no such person, or if such person dies before receiving payment, then 
yuch amount shall be paid— 
"(1) if all or part of the burial expenses of such insured in-
dividual which are incurred by or through a funeral home or 
funeral homes remains unpaid, to such funeral home or funeral 
homes to the extent of such unpaid expenses, but only if (A) 
any person who assumed the responsibility for the payment of 
all or any part of such burial expanses files an application, prior 
to the expiration of two years after the date of death of such 
insured individual, requesting that such payment be made to such 
funeral home or funeral homes, or (B) at least 90 days have 
elapsed after the date of death of 6uch insured individual and 
prior to the expiration of such 90 days no person has assumed 
responsibility for the payment of any of such burial expenses; 
*(2) if all of the burial expenses of such insured individual 
which were incurred by or through a funeral home or funeral 
homes have been paid (including payments made under clause 
( l ) ) f to any person or persons, equitably entitled thereto, to the 
extent and in the proportions that he or they shall have paid such 
burial expenses; or 
"(3) ii any part of the amount payable under this subsection 
remains after payments have been made pursuant to clauses (1) 
and (2), to any person or persons, equitably entitled thereto, to 
the extent and in the proportions that he or they shall have paid 
other expenses in connection with the burial of such insured 
individual, in the following order of priority: (A) expenses of 
opening and closing the grave of such insured individual^ (B) 
expenses of providing the burial plot of such insured individual, 
and (C) any remaining expenses in connection with the burial 
of such insured individual. 
Xo payment (except a payment authorized pursuant to clause (1) (A) 
of the preceding sentence) shall be made to any person under this 
subsection unless application therefor shall have been filed, by or on 
behalf of such person (whether or not legally competent), prior to 
the expiration of two years after the date of death of such insured 
individual, or unless such person was entitled to wife's or husband's 
insurance benefits, on the basis of the wages and self-employment in-
come of such insured individual, for the month preceding tne month 
in which such individual died." 
(b) The amendment made by subsection (a) shall apply— 
(1) in the case of the death of an individual occurring on or 
after the date of the enactment of this Act. and 
(2) in the case of the death of an individual occurring prior to 
such date, but only if no application for a lump-sum death pay-
ment under section 202(i) of the Social Security Act is filea on 
the basis of such individual's wages and self-employment income 
prior to the third calendar month beginning after such date. 
•*8 PUBLIC LAW 86-77B-8EPT. 13, I960 [74 STAT. 
rUIXT lNSVUED STATUS 
4i use 414. SEC, 204. (a) Section 214 (a) of the Social Security Act is amended 
to read as follows: 
"Fully Insured Individual 
a ( a ) The term 4fully insured individual* means any individual who 
had not less than— 
a ( l ) one quarter of coverage (whenever acquired) for each 
three of the quarters elapsing— 
" ( A ) after ( i ) Ifccemoer 31f 1950, or ( i i ) if later, Decem-
ber 31 of the year in which he attained the age of twenty-one, 
and 
* ( B ) prior to ( i ) the year in which he died, or ( i i ) i f 
earlier, the year in which he attained retirement age, 
except that in no case shall an individual be a fully insured indi-
vidual unless he has at least six quarters of coverage; or 
44(2) forty quarters of coverage; or 
"(3) in tlie case of an individual who died prior to 1951, six 
quarters of coverage; 
not counting as an eluj>sed quarter for purposes of paragraph (1) any 
auarter any part of which was included in a period of disability (as efined in section 2 1 6 ( i ) ) unless such quarter was a quarter of cover-
W9
* «Pe-# When the number of elapsed quarters referred to in paragraph (1) is not a multiple of three, such number shall, for purposes o i such 
paragraph, be reduced to the next lower multiple of tnree." 
(b) The primary insurance amount (for purposes of title I I of the 
••V U i C *°l * Social Security Act) of any individual who died after 1939 and prior 
42 use 4is. to 1951 shall be determined as provided in section 215(a) (2) of such 
Act 
2Suse 4is&• *c) S*01'10.11 10£)(b) of the Social Security Amendments of 1954 is 
amended bv inserting immediately before the period at the end of such 
aubsection^and in or prior to the month in Wnich the Social Security 
Amendments of 19C0 are enacted". 
(d)(1) The amendments made by subsections (a) and (b) of this 
section snail be applicable (A) in the case of monthly benefits under 
title II of the Social Security Act for months after the month in 
which this Act is enacted, on the basis of applications filed in or 
after such month, (B) in the case of lump-sum death payments 
under such title with respect to deaths occurring after sucn month, 
and (0) in the case of an application for a disability determination 
with resect to a period of disability (as defined in section 216(i) of 
the Social Security Act) filed after sucn month. 
(2) For the purposes of determining (A) entitlement to monthly 
benefits under title II of the Social Security Act for the month in 
which this Act is enacted and prior months with respect to the wages 
and self-employment income ox an individual and (B) an individual's 
closing date prior to 1960 under section 215(b) (3) (ii) of the Social 
*••«, p. Pit Security Act, the provisions of section 214(a) of the Social Security 
**** Act in effect prior to the date of the enactment of this Act and the 
provisions of section 109 of the Social Security Amendments of 1954 
in effect prior to such date shall apply. 
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SfftVlVOXS Or IXDIVIDI'AUI WHO DIED PMOR TO S 04 0 AND OF CEKTA1K 0TRCS 
INDIVIDUALS 
SEC. 205. (a) Subsections (d)(1), (e)(1), (g)(1), and (h)(1) of # f t * Itt 
section 202 of the Socinl Security Act are each amended by striking «* ^ sc 402. 
out "after 193ST. 
(b) That part of section 202(f) (1) of such Act which precedes sub-
paragraph (-M *8 *niended by striking out 4<after August 1950". 
(c) The primary insurance amount (for purposes of title II of the 
Social Security Act) of any individual who died prior to 1940, and
 ##V U i C 4 0 1 * 
who hnd not less than six quarters of coverage (as defined in section 
213 of such Act), shall be computed under section 215(a) (2) of such ** v»c «u-
Act 
(d) The preceding provisions of this section and the amendments 
made thereby shall apply only in the case of monthly benefits under 
title II of the Social Security Act for months after the month in 
which this Act is enacted, on the basis of applications filed in or 
after such month. 
carDiTiKc or QUARTERS or COVERAGE rem TEARS RETORT 1 »si 
SEC. 20C. (a) Section 213(a)(2) of the Social Security Act is 
amended by striking out all that precedes "$3,G00 in the case of a 
calendar year after 1950 and before 1955" in clause (ii) of subpara-
graph (B) and inserting in lieu thereof the following: 
44(2) The term 'quarter of coverage' means a quarter in which the 
individual has been paid $50 or more in wages (excent wages for 
agricultural labor paid after 1954) or for which he has W n credited 
(as determined under section 212) with $100 or more of self-
employment income, except that— 
*
u(i) no quarter after the quarter in which such individual 
died shall be a quarter of coverage, and no quarter any part of 
which was included in a period of disability (other than the 
initial quarter and the last quarter of such period) shall be a 
quarter of coverage; 
"(ii) if the wages paid to any individual in any calendar vear 
n the case of a calendar year before 1951, or • 
42 USC 412. 
(b)(1) Except as provided in paragraph (2), the amendment 
ade by subsection (a) shall apply only in the case of monthly 
benefits under title II of the Social Security Act, and the lump-sum 
death payment under section 202 of such Act, based on the wages 
and self-employ meat income of an individual— 
(A) who becomes entitled to benefits tinder section 202(a) 
or 223 of such Act on the basis of an application filed in or after 4a UiC 4a* 
the month in which this Act is enacted; or 
(B) who is (or would, but for the provisions of section 
215(f) (C) of the Social Security Act, be) entitled to a recom- «» v%c «»*• 
nutation of his primary insurance amount under section 
215(f)(2)(A) of such Act on the basis of an application filed 
in or afler the month in which this Act is enacted: or 
(C) who dies without becoming entitled to benefits under sec-
tion 202(a) or 223 of the Social Security Act, and (unless he dies 
a currently insured individual but not a fully insured individual 
(as those terms are defined in section 214 of such Act)) without 
leaving any individual entitled (on the basis of his wages and 
•elf-employment income) to survivor's benefits or a lump-sum 
death payment under section 202 of such Ad on the basis of an ap-
plication filed prior to the month in which this Act is enacted; or 
(D) who dies in or after the month in which this Act is enacted 
and whose survivors are (or would, but for the provisions of tec-
•50 PUBLIC LAW S*-77S-SEPT. 13, 1960 [74 STAT. 
4t use tit. ^on 2is({) (6) of the Social Security Act, be) entitled to a re-
computation of his primary insurance amount under section 
i. MS. 215(f) (4) (A) of such Act; or 
(£) who dies prior to the month in which this Act is enacted 
ana (i) whose survivors are (or would) but for the provisions of 
section 215(f)(6) of the Social Security Act, be) entitled to a 
recomputation of his primary insurance amount under section 
215(f) (4) (A) of such Act, and (ii) on the basis of whose wages 
and self •employment income no individual was entitled to sur-
43 use 4©a. vivor's benefits or a lump-sum death payment under section 202 
of such Act on the basis of an application filed prior to the month 
in which this Act is enacted (and no individual was entitled to 
such a benefit, without the filing of an application, for any month 
prior to the month in which this Act is enacted); or 
(F) who files an application for a recomputation under sec-
4ausc'4U7L* ! i o n 1 0 2 ( f ) (2) ( B ) °* l h e S o c i a l Security Amendments of 1954 
in or after the month in which this Act is enacted and is (or 
would, but for the fact that such recomputation would not result 
in a higher primary insurance amount, be) entitled to have his 
primary insurance amount recomputed under such subpara-
graph; or 
(G) who dies and whose survivors are (or would, but for the 
fact that such recomputation would not result in a higher primary 
insurance amount for such individual, be) entitled, on the basis of 
an application filed in or after the month in which this Act is en-
acted, to have his primary insurance amount recomputed under 
section 102(f)(2)(B) of the Social Security Amendments of 
1954. 
(2) The amendment made by subsection (a) shall also be applicable 
in the case of applications for disability determination under section 
*••!, »>. t i t . 216(i) of the Social Security Act filed in or after the month in which 
this Act is enacted. 
(3) Notwithstanding any other provision of this subsection, in the 
case of any individual who would not be a fully insured individual 
AM: p. *4t. under section 214(a) of the Social Security Act except for the enact-
ment of this section, no benefits shall be payable on the basis of his 
wages and self-employment income for any month prior to the month 
in which this Act is enacted. 
T D f t HEEDED TO AOQUIBE STATUS OF WIFE, CHILD, 0 1 HUSBAND IK CEJtTAIH 
CASES 
4a use 4ia. SEC. 207. (a) Section 216(b) of the Social Security Act is amended 
by striking out anot less than three years immediately preceding the 
day on which her application is filed" and inserting in lieu thereof 
"not less than one year immediately preceding the aay on which her 
application is filed . 
* M , p. tta. ^ j h e ftj^ gentence of section 216(e) of such Act is amended to 
rend as follows: "The term 'child' means (1) the child or legally 
adopted child of an individual, and (2) a stepchild who has been such 
stepchild for not less than one year immediately preceding the day on 
which application for child's insurance benefits is filed or (if the 
insured individual is deceased) the day on which such individual died." 
(c) Section 216(f) of such Act is amended by striking out "not k*s 
than three years immediately preceding the day on which his applica-
tion is filed" and inserting in lieu thereof "not less than one year 
immediately preceding the Bay on which bis application is filed". 
T4 STAT.] PUBLIC LAW 86-77S-8EPT. IB, 1*60 951 
(d) The amendments mnde by this section shall spnlv only with 
respect to monthly benefits under sect ion 202 of the Social Security Act 4* **£ ***• 
for months beginning with the month in which this Act is enacted, on 
the basis of applications filed in or after such month. 
KAItaiArES SVBJECT TO LEGAL IMPEDIMENT 
SEC. 208. (a) Section 216(h)(1) of the Social Security Act it «*«*«*•• 
•mended by inserting u ( A ) r after "(!)", and by adding at the end 
thereof the following new subparagraph: 
"(JJ) In any case where under subparagraph (A) an applicant is 
not (and is not deemed to be) the wife, widow, husband, or widower 
of a fully or currently insured individual, or where under subsection 
(b), (c), (f), or (g) such applicant is not the wife, widow, husband, 
or widower of such individual, but it is established to the satisfaction 
of the Secretary that such applicant in good faith went through a 
marriage ceremony with such individual resulting in a purported mar-
riage between them which, but for a legal impediment not known to 
the applicant at the time of such ceremony, would have been a valid 
marriage, and such applicant and the insured individual were living 
in the same household at the time of the death of such insured indi-
vidual or (if such insured individual is living) at the time such appli-
cant files the application, then, for purposes of subparagraph (A) 
and subsections (b), (c), (f), and (gjk such purported marriage shall 
be deemed to be a valid marriage. The provisions of the preceding 
sentence shall not apply (i) if another person is or has been entitled 
to a benefit under subsection (b), (c), (e), (f), or (g) of section 202 
on the basis of the wages and self-employment income of such insured 
individual and such other person is (or is deemed to be) a wife, widowf 
husband, or widower of such insured individual under subparagraph 
(A) at the time such applicant files the application, or (ii) if the Sec-
retary determines, on the basis of information brought to his attention, 
that such applicant entered into such purported marriage with such 
insured individual with knowledge that it would not be a valid mar-
riage. The entitlement to a monthly benefit under subsection (b), (c)f (e), (f) , or (g] of section 202, based on the wages and self-employ-
ment income of such insured individual, of a person who would not 
be deemed to be a wife, widow, husband, or widower of such insured 
individual but for this subparagraph, shall end with the month before 
the month (i) in which the Secretary certifies, pursuant to section 205 
(i), that another person is entitled to a benefit under subsection (b), 
(c)i (*)) (f)».or (g) of section 202 on the basis of the wages and self-
employment income of such insured individual, if such other person 
is (or is deemed to be) the wife, widow, husband, or widower of such 
insured individual under subparagraph (A) t or (ii) if the applicant 
is entitled to a monthly benefit under subsection (b) or (c) of section 
202, in which such applicant entered into a marriage, valid without re-
gard to this subparagraph, with a person other than such insured indi-
vidual. For purposes of this subparagraph, a legal impediment to the 
validity of a purported marriage includes only an impediment (i) 
resulting from the lack of dissolution of a previous marriage or other-
wise arising out of such previous marriage or its dissolution, or (ii) 
resulting from a defect in the procedure followed in connection with 
such purported marriage.*1 
(b) Section 216(h)(2) of such Act is amended by inserting "(A)* 
after "(2)", and by adding at the end thereof the following new 
subparagraph: 
"(B) I f an applicant is a son or daughter of a fully or currently 
insured individual but is not (and is not deemed to be) the child 
of such insured individual under subparagraph (A), such applicant 
4) USC 405. 
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shall nevertheless be deemed to be the child of such insured indi-
vidual if such insured individual and the mother or father, as 
the case may be, of such applicant went through a marriage ceremony 
resulting in a purported marriage between them which, but for a legal 
im]>odiinent described in the last sentence of paragraph (1) (B), 
would have been a valid marriage." 
(c) Section 216(e) of such Act is amended by adding at the end 
thereof the following new sentence: "For purposes of clause (2), a 
person who is not the stepchild of an individual shall be deemed 
the stepchild of such individual if such individual was not the mother 
or adopting mother or the father or adopting father of such person 
and such individual and the mother or adopting mother, or the father 
or adopting father, as the case may be, of such person went through 
a marrmge ceremony resulting in a purported marriage between them 
which, but for a legal impediment described in the last sentence of 
subsection (h)(1)(B), would have been a valid marriage." 
4i*«#». M*. (d) Section 202(d)(3) of such Act (as amended by section 202 
of this Act) is amendea by adding after and below subparagraph 
(T\) the following new sentence: 
"For purposes of this paragraph, a child deemed to be a child of a 
Amf.p. tsi. fu]]y o r currently insured individual pursuant to section 216(h)(2) (B) shall, if such individual is the child's father, be deemed to be 
the legitimate child of such individual." 
(e) Where— 
(1) one or more persons were entitled (without the applica-
tion of section 202(j) (1) of the Social Security Act) to monthly 
benefits under section 202 of such Act for the month before the 
month in which this Act is enacted on the basis of the wages and 
•elf-employment income of an individual; and 
(2) any person is entitled to benefits under subsection (b), 
(c), (d), (e), (f), or (g) of section 202 of the Social Security 
Act for any subsequent month on the basis of such individual s 
wages and self-employment income and such person would not 
be entitled to such benefits but for the enactment of this section; 
and 
(8) the total of the benefits to which all persons are entitled 
under section 202 of the Social Security Act on the basis of such 
individual's wages and self-employment income for such subse-
quent month is reduced by reason of the application of section 
203(a) of such Act, 
then the amount of the benefit to which each person referred to in 
paragraph (1) of this subsection is entitled for such subsequent 
month snail not, after the application of such section 203(a), be less 
than the amount it would have been (determined without regurd to 
p~t,p~ tt2. lection SOI) if no person referred to in paragraph (2) of this sub-
section was entitled to a benefit referred to in such paragraph for 
such subsequent month on the basis of such wages and self-employ-
ment income of such individual. 
(f) The amendments made by the preceding provisions of this sec-
tion shall be applicable (1) with respect to monthly benefits under 
title II of the Social Security Act for months beginning with the 
month in which this Act is enacted on the basis of an application 
filed in or after such month, and (2) in the case of a lump-sum death 
payment under such title based on an application filed in or after 
such month, but only if no person, other than the person filing such 
application, has filed an application for a lump-sum death payment 
under such title prior to the date of the enactment of this Act with 
respect to the death of the same individual. 
43 USC 40). 
42 USC 401 •* 
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SEC. 809. (a) The subsection of section 203 of the Social Security 
Act rrde«ipiin!e<! as subsection (c) by section 211(c) of this Act is 
amended by striking out "(b) or (c)** wherever it appears and insert-
ing in lieu thereof s ( c )~ ; and by striking out "(other than an tvent 
specified in subsection (bWl) or (c)(1))*. 
(b) No deduction shrill be imposed on or after the date of the enact-
ment of this Act under section 203(f) of the Social Security Act. as 
in effect prior to such dnte, on sccount of failure to file s report of an 
tvent described in section 203(c) of such Act, as in effect prior to 
such dnte; and no such deduction imposed prior to such date shall be 
collected after such date. 
EXTENSION Or fTUNO KftlOD FOR MfMUND's, W&OWOt's, OK PAftEXT's 
ftCNEflTS IN CI3CTA1X CASES 
SEC. 210. (a) In the case of any husband who would not be entitled 
to husband's insurance benefits under section 202(c) of the Social 
Security Act except for the enactment of this Act, the requirement in 
section 202(c)(1) (C) of the Social Security Act relating to the time 
within which proof of support must be filed shall not apply if such 
proof of support is filed within two years after the month in which 
this Act is enacted. 
(b) In the case of any widower who would not be entitled to 
widower's insurance benefits under section 202(f) of the Social 
Security Act except for the enactment of this Act, the requirement in 
section 202(f) (1) (D) of the Social Security Act relating to the time 
within which proof of support must be filed shall not apply if such 
proof of support is filed within two years sfter the month in which 
this Act is enacted. 
(c) In the case of any parent who would not be entitled to parent's 
insurance benefits under section 202(h) of the Social Security Act 
except for the enactment of this Act, the requirement in section 
202(h)(1)(E) of the Social Security Act relating to the time within 
which proof of support must be filed shall not apply if such proof of 
support is filed within two years after the month in which this Act 
is enacted. 
iXCEEASt IX T11E EAINED IX COME LIMIT ATI OX 
SEC. 211. (a) Subsection (b) of section 203 of the Social Security 
Act is amended to read as follows: 
"Deductions On Account of Work 
"(b) Deductions, in such amounts and at such time or times ss the 
Secretary ahall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, and from 
any payment or payments to which any other persons are entitled 
on the oasis of such individual's wages and self-employment income, 
mntil the total of such deductions sous)*-* 
"(1) such individual's benefit or benefits under section 802 for 
anv month, and 
"(2) if such individual was entitled to old-age insurance bens* 
fits under section 202(s) for such month, the benefit or benefits of 
all other persons for such month under section 802 based on 
such individual's ws^es and self-employment income, 
if for such month he is charged with excess earnings, under the 
provisions of subsection (f) of this section, oqual to the total of 
benefits referred to in clauses (1) and (2). If the excess earnings 
PUBLIC LAW SS7TS-8EPT. IB, 1160 [T4 i t AT. 
so charged are less than such total of benefits, such deductions with 
respect to such month shall be equal only to the amount of such excess 
earnings. If a child who has attained the age of 18 and is entitled 
to child's insurance benefits, or a person who is entitled to mother's 
insurance benefits, is married to an individual entitled to old-age 
insurance benefits under section 202(a), such child or such person, 
as the esse may be, shall, for the purposes of this subsection snd sub-
section (f), be deemed to be entitled to such benefits on the basis of 
the wages and se)/-employment income of such individual entitled 
to old-ojje insurance benefits. If a deduction has already been made 
under this subsection with respect to a person's benefit or benefits un-
der section 202 for a month, he shall be deemed entitled to payments 
under such section for such month for purposes of further deductions 
under this subsection, and for purposes of charring of each person's 
excess earnings under subsection (f), only to the extent of the total 
of his benefits remaining after such earlier deductions have been 
made. For purposes of this subsection and subsection (f)— 
"(A) an individual shall be deemed to be entitled to payments 
under section 202 eoual to the amount of the benefit or benefits to 
which he is entitled under auch section after the application of 
subsection (a) of this section, but without the application of the 
penultimate sentence thereof; and 
* (B) if a deduction is made with respect to an individual's bene-
fit or benefits under section 202 because of the occurrence in any 
month of an event specified in subsection (c) or (d) of this section 
or in section 222(b), such individual shall not be considered to be 
entitled to any benefits under such section 202 for such month." 
lb) Subsection (c) of section 203 of such Act is amended to read as 
follows: 
"Deductions on Account of Koncovered Work Outside the United 
States or Failure to Have Child in Care 
"(c) Deductions, in such amounts and at such time or times as the 
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total 
of such deductions equals such individuals benefit or benefits under 
section 202 for any month— 
"(1) in which such individual is under the age of seventy-two 
and on seven or more different calendar days of which he engaged 
in noncovered remunerative activity outside the United States; or 
t "(2) in which such individual, if a wife under age sixty-five en-
titled to a wife's insurance benefit, did not have in her care (indi-
vidually or jointly with her husband) a child of her husband en-
titled to a child's insurance benefit ana such wife's insurance bene-
fit for such month was not reduced under the prpvisions of section 
*02(q);or 
u(t) in which such individual, if a widow entitled to a mother's 
Insurance benefit, did not have in her care a child of her deceased 
husband entitled to a child's insurance benefit; or 
"(4) in which such individual, if a former wife divoroed en-
titled to a mother's insurance benefit, did not have in her cars a 
child of her deceased former husband who (A) is her son. daugh-
ter, or legally adopted child and (B) is entitled to a child's insur-
ance benefit on the basis of the wages and self-employment in* 
come of her deceased former husband. 
For purposes of paragraphs (2), (8K and (4) of this subsection, a 
child shall not be considered to be entitled to a child's insurance benefit 
.lor any month in which an event specified in section 222(b) occurs 
with raspect to such child. No deduction shall be made under this 
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subsection from any child's insurance benefit for the month in which 
the child entitled to such benefit attained the age of eighteen or snj 
subsequent month.* 
(c) Section 203 of such Act is amended by redesignating subaec- «*ueceea. 
lions (d), (e), (f), (g)f and (h) as subsections (e), (f)f (g)f (hi, 
and 0 ) , respectiveiyf and by inserting after subsection (c) the sol-
lowing new subsection: 
"Deductions From Dependents* Benefits on Account of Noncovered 
Work Outside the United States by Old-Age Insurance Bene-
ficiary 
"(d)(1) Deductions shall be made from any wife's, husband's, or 
child's insurance benefit, bnsed on the wages and ae if -employment 
income of an individual entitled toold-ape insumnce benefits, to which 
a wife, husband, or child is entitled, until the total of such deductions 
equals such wife's, husband's, or child's insurance benefit or benefits 
under section 202 for any month in which such individual is under «*t»c«aa. 
the age of seventy-two and on seven or more different calendar 
davs of which he engaged in noncovered remunerative activity out* 
aicfe the United States. 
"(2) Deductions shall be made from any child's insurance benefit 
to winch a child who has attained the ajre of eighteen is entitled, or 
from anv mother's insurance benefit to which a person is entitled, until 
the total of such deductions equals such chilas insurance benefit or 
benefits or mother's insurance benefit or benefits under section 202 for 
any month in which such child or person entitled to mother's insur-
ance benefits is married to an individual who is entitled to old-age 
insurance benefits and on seven or more different calendar days of 
which such individual engaged in noncovered remunerative activity 
outside the United States." 
(d) The subsection of section 203 of such Act redesignated as sub-
section (e) by subsection (c) of this section is amended to read as 
follows: 
••Occurrence of More Than One Event 
44(e) If more than one of the events specified in subsections (c) 
and (d) snd section 222(b) occurs in any one month which would •*»£«**• 
occasion deductions equal to a benefit for such month, only an amount 
equal to such benefit shall be deducted." 
(e) The subsection of section 203 of such Act redesignated as sub-
section (f) by subsection (c) of this section is amended to read as 
follows: 
"Months to Which Earnings Are Charged 
"(f) For purposes of subsection (b)— 
"(1) The amount of an individual's excess earnings (as defined 
in paragraph (3)) shall be charred to months as follows: There 
shall be charged to the first month of such taxable year an amount 
of bis excess earnings equal to the sum of the payments to which 
be and all other persons are entitled for auch month under sec-
tion 202 on the basis of his wages and self-employment income 
for the total of his excess earnings if auch excess earnings are leas 
than such sum), snd the balance, if any, of such excess earnings 
shall be charged to each succeeding month in such tear to the ex-
tent, in the case of each auch month, of the sum of the payment* 
to which such individual snd all other persons are entitled for 
such month under section 202 on the basis of his wages and self* 
employment income, until the total of auch excess has been so 
charged. Where an indiridual ia entitled to benefits under section 
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802(a) atid other persona are entitled to benefits under section 
202 (b)y (c)vor (d) on the basis of the wages and self-employment 
income of such individual, the excess earnings of such individual 
for any taxable year shall be charged in accordance with the pro-
visions of this subsection before the excess earnings of surh per* 
ions for a taxable year are charged to months in auch individual's 
taxable year. Notwithstanding the preceding provisions of this 
Enrogrnph, no part of the excess earnings of an individunl shall i chnnfed to any month (A) for which such individual was not 
entitled to a benefit under this title, (B) in which auch individual 
was age aeventy-two or overf (C) in which auch individual, if a 
child entitled to child's insurunce benefits, has attained the age of 
18, or (D) in which auch individual aid not engage in self-
employment and did not render services for wages (determined as 
provided in paragraph (5) of this subsection) of more than $100. 
"(2) As used in paragraph (1), the term 'first month of auch 
taxable year' means the earliest month in auch year to which the 
charging of excess earnings described in such paragraph is not 
prohibited by the application of clauses (A), (B), (C), and (D) 
thereof. 
"(3) For purposes of paragraph (1) and aubsection (b)f an 
individual's excess earnings for a taxable year shall be his earn-
ings for auch Tear in excess of the product of Si00 multiplied by 
the number of months in such year, except that of the first $300 
of such excess (or all of such excess if it is less than $300), an 
amount ejjual to one-half thereof shall not be included. The ex-
cess earnings as derived under the preceding sentence, if not a 
multiple of $1, shall be reduced to the next lower multiple of $1. 
**(4) For purposes of clause (D) of paragraph (1)— 
"(A) An individual will be presumed, with respect to 
any month, to have been engaged in aelf-emplovxnent in 
auch month until it is shown to the aatisfaction of the Sec-
retary that auch individual rendered no substantial aervices 
in auch month with respect to any trade or business the net 
income or loss of which is includible in computing (as pro-
vided in paragraph (5) of this aubsection) nis net earnings 
or net loss from aelf-employment for any taxable year. The 
Secretary shall by regulations prescribe the methods and 
criteria for determining whether or not an individual has 
rendered aubstantial aervices with respect to any trade or 
business. 
"(H) An individual will be presumed, with respect to any 
month, to have rendered aervices for wages (determined as 
{rovided in paragraph (5) of this subsection) of more than 100 until it is ahown to the aatisfaction of the Secretan* 
that auch individual did not render such aervices in such 
month for more than auch amount. 
"(5) (A) An individual's earnings for a taxable year shall be 
(i) the aum of bis wages for aervices rendered in auch year and 
bis net earnings from aelf-employment for auch year, minus (ii) 
any net loss from aelf -employment for auch year. 
• (B) In determining an individual's net earnings from aelf-
employment and his net loss from aelf-employment for purposes 
of aubparagraph (A) of this paragraph and paragraph (4)\ the 
provisions of aection 81 Lot her than paragraphs (1), (4)land (5) 
of aubsection (c), aha)) be applicable; and any excess of income 
ever deductions resulting from auch a computation shall be his net 
earnings from aelf-employment and any excess of deductions over 
income ao mulling ahull be his net leas from aelf-employment 
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U(C) For purposes of this subsection^ an individual's wages 
•hill be computet! without regard to the limitations as to amounts 
of remuneration st>ecificd in subventions (a), (g)(2), (g)(8), 
(h) {2), snd (j) of section 209; and in making such computation 
services which do not constitute employment as defined in section 
210, performed within the United States bv the individual at an 
employee or performed outside the United States in the active 
military or naval service of the United Ststes, shall be deemed 
to be employment as so defined if the remuneration for such serv-
ices is not includible in computing his net earnings or net lots 
from self-employment 
4 * * a*, SIT. 
prov 
ceivi 
able year shall be presumed to have been pnid to him for lien-ices 
performed in such vear until it is shown to the satisfsction of 
the Secretary that they were paid for services performed in an-
other taxable year. If such reports with resj>ect to sn individual 
aliow his wages for a calendar year, such individual's taxable 
year ahull be presumed to be a calendar year for purposes of 
this subsection until it is shown to the satisfaction of the Secre-
tary that his taxable vear is not a calendar year. 
"(7) Where an individual's excess earnings are charged to a 
month and the excess earnings so charged are less than the total 
of the payments (without regard to such charging) to which all 
Crsons are entitled under section 202 for such month on the «*usc4oa. sis of his wages and self-employment income, the difference 
between such total and the excess so charged to such month shall 
be paid (if it is otherwise payable under this title) to such indi-
vidual and other persons in the proportion that the benefit to 
which each of them is entitled (without regard to auch charg-
ing, without the application of section 202 (k) (3), and prior to the 
application of section 203(a)) bears to the total of the benefits 
to which all of them are entitled." 
(f) The subsection of section 203 of such Act redesignated as sub- **•• *• **• 
section (h) by subsection (c) of this section is amended (1) by strik-
ing out "paragraph (4) of aubsection (e)" wherever it appears and 
inserting in lieu thereof "paragraph (5) of subsection ( l ) \ (2) bv 
Striking out in subparagraph (1J) of jpararraph (1) "paragraph (3) 
of aubsection (g)" and inserting in lieu thereof "paragraph (3) of 
this subsection , (3) by striking out "(b)(1)" wherever it appears 
and inserting in lieu thereof "(b)", tnd (4) by striking out in para-
graph (3) "suspend the payment* and insert in lieu thereof "suspend 
the total or less than the total payment". 
(g) The subsection of section 203 of such Act redesignated as sub-
section (i) by subsection (c) of this section is amended by striking 
out "subsection (b)f (f), or (g) of this section" and inserting in lieu 
thereof "subsection (b), (c), (g),or (hi of this section". 
(h) Subsection (1) of section 203 of such Act is amended by strik-
ing out "subsection (f) or (g) (1) (A)" snd inserting in lieu thereof 
"subsection (g) or<h)(l)(A)". 
(i) The last sentence of section 202(n) (1) of such Act is amended 
by striking out "Section 203 (b) snd (c)"tnd inserting in lieu thereof 
"Section 203 (b)f (c)fsnd (d)". (j) (1) Clause (A) of section 202(q) (5) of such Act k amended by 
Staling out "paragraph (1) or (2) o f snd by inserting before the 
at use so). 
oomma at the end thereof "or paragraph (1) of section 203(c)" 
(2) Clauee f~' ~ 
tut "paragraph 
s (B) of such section &02"(q) (5) is amended by striking 
h (!) or (2) of section 203(b), under section 903(c)* 
41 use ess. 
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end inserting in lieu thereof "section 203(b), under section 203(c) (1), 
under section 203(d) (1)". (k) (1) Cleuse (A) of section 202(a) (6) of such Act is amended 
by striking out "section 203(b) (1) or (2)f under section 203(c)" and 
inserting in lieu thereof "section 203(b), under section 203(c)(1), 
under section 203(d) (1)". 
(2) Clause ID) of such section 202(q) (6) is amended by striking 
out "paragraph (1) or (2) of" and by inserting immediately before 
the ncriod"or pamprraph (1) of sect ion 203(c) w. 
(J) Section 202 (t) (7) of such Act is amended by striking out "Sub-
sections (b) and (c) of section 203" and inserting in Leu thereof 
"Subsections (b), (c)f and (d) of section 203". (m) Section 208(a)(3) of auch Act is amended by striking out 
s^ection 203(e)" and inserting in lieu thereof "section 203(f)". (n) Section 215(g) of such Act is amended by striking out "203(a)" 
ana inserting in lieu thereof "203(a) and deductions under section 
203(b)". 
« wests*. (o ) ( 1 \ Section 8(e) of the Rsilroad Retirement Act of 1937 is 
amended by striking out "subsections (f) and (g)(2) of section 203 
of the Social Security Act" and inserting in lieu thereof "subsections (g) and (h)(2) of section 203 of the Social Security Act". 
(2) Section 5(i)(l)(ii) of the Railroad Retirement Act of 1937 
is amended— (A) by striking out "section 203(e)" each place it appears and 
as use list. 
inserting in lieu thereof "section 203(f) >"i 
4 M t , » . ess. 
(B) hy striking out "section 203(g) (3)" and inserting in lieu 
thereof s^ection 203(h) (8)"; and 
(C) by striking out "earnings" esch place it appears and in-
serting in lieu thereof "excess earnings". 
(p) Section 203 (c), (d)f (e), (g), and (i) of the Social Security 
Act as amended by this Act shall be effective with respect to monthly 
benefits for months after December 1960. 
(q) Section 203 (b), (f), end (h) of the Social Security Act as 
amended by this Act shall be effective with respect to taxable years 
beginning after December 1960. (r) Section 203(1) of the Social Security Act as amended by this 
Act, to the extent thst it applies to section 203(g) of the Social Se-
curity Act as amended by this Act,shall be effective with respect to 
monthly benefits for months after December 1960 and, to the extent 
that it applies to section 203(h) (1) (A) of the Social Security Act as 
amended \>y this Act, shall be effective with respect to taxable years 
beginning after December 1060. (s) The amendments made by subsections (i), (j), (k), (1), (m), (&), and (o) of this section, to the extent that they make changes in 
references to provisions of section 203 of the Social Security Act, 
shall take effect in the manner provided in subsections (p) and (q) 
of this section for the provisions of such section 203 to which the 
respective references so changed relate. 
(t) In any ease where— (1) an individual has earnings (as defined in section 803(e) (4) 
of the Social Security Act as in effect prior to the enactment of 
this Act) in a taxable year which begins before 1961 and ends in 
1961 (but not on December 31,1961K and 
(2) auch individual's spouse or child entitled to monthly bene-
fits on the basis of euch individual's self-employment income has 
excess earnings (aa defined in section 203(f)(8) of the Social 
Security Act as amended by this Act) in a taxable year which 
begins after I960, and 
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(8) one or more months in the tsxnble year specified in pan-
graph (2) are included in the taxable year sj*cified in pare* 
grnph ( l ) f 
then, if a deduction is imposed apninst the benefits payable to such 
individual with resj*ct to a month described in paragraph (3), such 
spouse or child, as the crsc mny be. slmll not. for purposes of subsec-
tions (M and (If) of section 203 of the Social Security Act as amended 
by this Act, be entitled to a payment for such month. 
TITLE III -BEXEFIT AMOUNTS 
sxauuaz xn IKSTIAXCE BEXOTTS OF OIILDETK or DECEASED WOIUBS 
SEC. J01. (a) The second sentence of section 202(d)(2) of the eiwcsst . 
Social Security Act is amended to read as follows: "Such child's in-
surance benefit for each month shall, if such individual has died in or 
prior to such montht be ejjual to three-fourths of the primary insur-
ance amount of such individual." 
(b) The amendment made by this section shall apply only with re-
spect to monthly benefits under section 202 of the Social Security Act 
for months after the second month following the month in which this 
Act is enacted. 
(c) Wbei*-
m (1) one or more persons were entitled (without the applica-
tion of section 202(j) (1) of the Social Security Act) to monthlv 
benefits under section 202 of such Act for the second month fol-
lowing the month in which this Act is enacted on the basis of the 
wages and self-employment income of a deceased individual (but 
not including any person who became so entitled by reason of sec-
tion 206 of this Act); and 
(2) no person, other than (i) those persons referred to in 
paragraph (1) of this subsection (ii) those persons who are en-
titled to benefits under section 202 (d), (e)y (f), or (g) of the 
Social Security Act but would not be so entitled except for the en-
actment of section 208 of this Act. is entitled to benefits under 
such section 202 on the basis of such individual's wages and self-
employment income for any subsequent month or for any month 
after the second month following the month in which this Act is 
enacted end prior to such subsequent month; and 
(3) the total of the benefits to which all persons referred to 
in paragraph (1) of this subsection are entitled under section 202 
of the Social Security Act on the basis of such individual's wages 
and self-employment income for such subsequent month exceeds 
the maximum of benefits payable, as provided in section 203(a) 
of such Act, on the basis of such wages and self-employment in-
come, 
then the amount of the benefit to which each such person referred to 
in paragraph (1) of this subsection is entitled for such subsequent 
month shall be determined— 
(4) in case such person is entitled to benefits tinder section 202 
(*)t (*)i (ff)t or (h), as though this section and section 806 bad 
not been enacted, or 
(6) in case such person is entitled to benefits under section 
802(d), as though (i) no person is entitled to benefits under sec-
lion 802 (e) t ( l ) , (*), or (h) for such subsequent month, and (ii) the maximum of benefits payable, as described in paragraph 
(8), is such maximum less the amount of each person's benefit tor 
such month determined pursuant to paragraph (4). 
43 VSC 4SS. 
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MAXIMUM FAMILY aOUCCflTS IK CUtTAlX CASXS 
4IU0C4M. 6re. 802. (a) Section 203(a) (8) of the Social Security Act is 
amended— 
(1) by striking out "and is not less than $C6t then such total 
of benefits shall not be reduced to less than the smaller of" and 
inserting in lieu thereof ", then such total of benefits shall not be 
reduced to less thnn $!>9.10 if such primary insurance amount is 
$GG, to less than $102.40 if such primary insurance amount is $G79 
to less than $100.50 if such primary insurance amount is $G8.or9 
if such primary insurance amount is higher than $68, to less than 
the smaller of'; and 
(2) by striking out "the last figure in column V of the table 
appearing in section 215(a)" and inserting in lieu thereof uthe 
amount determined under this subsection without regard to this 
paragraph, or $20C.G0t whichever is larger**. (b) The amendments made by subsection (a) shall apply only in 
4a uscoa.o*.
 f j i e CJ|Se 0 j monthly benefits under section 202 or section 223 of the 
Social Security Act for months after the month following the month 
in which this Act is enacted, and then only (1) if the insured individ-
ual on the basis of whose wages and self-employment income sucb 
monthly benefits are payable became entitled (without the spplica-
*—*. + tst.
 t ; o n 0f section 202(j) (1) or section 223(b) of such Act) to benefits 
under section 202(a) or section 223 of such Act after the month 
following the month in which this Act is enacted, or (2) if such 
insured individual died before becoming so entitled snd no person 
wos entitled (without the explication of section 202(j) (1) or section 
223(b) of such Act) on the basis of such wages and self-employment 
income to monthly benefits under title II of the Social Security Act 
for the month following the month in which this Act is enacted 
or any prior month* 
OOKTCTATIOXS AXD ISCOMFUTATIOXS 0T ITUMA1T IXST71AXGE AMOTTXTS 
a* use *is. SEC. 803. (a) Section 215(b) of the Social Security Act is amended 
to read as follows: 
"(b) (1) For the purposes of column III of the table appearing in 
subsection (s) of this section, sn individual's 'average monthly wage9 
shall be the quotient obtained by dividing— 
"(A) the total of his wares paid in and self-employment 
Income credited to his 4benent computation years* (determined 
under paragraph (2)). by 
"(B) the number of months in such years. 
"(2) (A) The number of an individual's 'benefit computation years9 
shall be equal to the number of elapsed Tears (determined under 
paragraph (8) of this subsection), reduced by five; except that the 
number of an individual's benefit computation years shall in no case 
be less than two. 
u(B) An individual's benefit computation years* shall foe those 
computation base years, equal in number to the number determined 
under subparagraph (A), for which the total of his wages and 
•elf-employment income is the largest 
"(C) For the purposes of subparagraph (B), ^computation baa 
years9 include only calendar years occurring— 
«(i) after December 81, 1950, and 
u
 (ii) prior to the year in which the individual became entitled 
to old-age insurance benefits or died, whichever first occurred; 
except that the year in which the individual became entitled to old-
age insurance benefits or died, as the case may be, ahall be included as 
a computation base year if the Secretary detenninea, on the basis of 
U STAT.J FUBUC LAW SC-77$-8EPT. I»t IHO 
evidence available to him at the time of the computation of the pri-
mary insurance amount for such individual, that the inclusion of such 
year would result in a higher primary insurance amount. Anv cal-
endar year all of which is included in a period of disability shall not 
be included as n computation base year. 
"(3) For the purj>oscs of paragraph (2), an individual's 'elapsed 
yeniV shnl) be the number of calendar years— 
"(A) after (i) December 31f 1050, or (ii) if later, December 
81 of the year in which he attained the age of twenty-one, and 
"(D) prior to (i) the year in which he died, or (n) if earlier, 
tlie first year after December 81, 10C0, in which be both waa 
fully insured and had attained retirement age. 
For the purposes of the preceding sentence, any calendar year any 
part of which was included in a period of disability shall not be 
included in such number of calendar years. 
u(4) The provisions of this subsection shall be applicable only in 
the case of an individual with respect to whom not less than aiz of the 
quarters elapsing after 19M) are Quarters of coverage, and— 
"(A) who becomes entitled to benefits after December 1960 
under eect ion 202(a) or section 223; or 
"(B) who dies after December I960 without being entitled to 
benefits under section 202(a) or sect ion 223; or 
"(C) who files an application for a recomputation under sub-
section (f) (2) (A) after December I960 and is (or would,but for 
the provisions of subsection (f) (6h be) entitled to have his pri-
mary insurance amount recomputes under subsection
 a(f) (2) (X)j 
or 
u
 (D) who dies after December 19C0 and whose survivors are 
(or would, but for the provisions of subsection (f)(6), be) en-
titled to a recomnutation of his primary insurance amount under 
subsection (f)(4). 
*(5) In the case of any individual— 
U(A) to whom the provisions of this subsection are not made 
applicable by paragraph (4), but 
# (B) (i) pnor to 19C1, met the requirements of this paragraph (including subparagraph (E) thereof) as in effect prior to the 
enactment of the Social Security Amendments of I960, or (ii) 
after 1960, meets the conditions of subparagraph (E) of this 
paragraph as in effect prior to such enactment,
 v 
then the provisions of this subsection as in affect prior to such enact-
ment shall apply to such individual for the purposes of column HI 
i>f the table appearing in subsection (a) of this section." 
(b) Section 215(c)(2)(B) of such Act ia amended to read as 
follows: 
*(B) to whom the provisions of neither paragraph (4) nor 
rsragraph (5) of subsection (b) are applicable," (1) Section 215(d)(1)(A) of such Act is amended to read aa 
follows: 
"(A) In the eomputation of such benefit, such individual's 
average monthly wn£e shall (in lieu of being determined under 
•action 209(f) of this title as in effect prior to the enactment of 
•uch amendments) be determined aa provided in aubeection (b) 
of this section (but without regard to paragraphs (4) and (5) 
thereof), except that for the purposes of paragraphs (2) (C) (i) 
and (J)(A)(i) of subsection (b), December 81, 1936, shall be 
used instead of December 81,1950." 
(2) Section 215(d) (1) (C) of such Act is amended by striking out 
"any pari" and inserting in lieu thereof "all"; and by striking out the 
last sentence thereof. 
*imCMl~4l 
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(S) Section 215(d) (2) (D) of such Act is amended by striking out 
"paragraph (5)** ami inserting in lieu thereof ^para^raph (4)w. 
(4) Section 215(d) of such Act is further amended by adding at 
the end thereof the following new paragraph: 
"(3) The provisions of this subsettion as in effect prior to the en-
act men t of tne Social Security Amendments of I960 snail be applica-
ble in the case of an individual who meets the requirements oi sub-
section (b) (5) (as in effect after auch enactment) but without regard 
to whether such individual hns six quarters of coverage after 1050." 
(d)(1) Effective with respect to individuals who become entitled 
to benefits under section 202(a) of the Social Security Act after I960, 
flection 215(e) (3) of such Act is amended to read as follows: 
"(3) if an individual has self-employment income in a taxable 
year which begins prior to the calendar year in which he becomes 
entitled to old-age insurance benefits and ends after the last day 
of the month preceding the month in which he becomes so en-
titled, his self-employment income in such taxable year shall not 
be counted in determining his benefit computation years, except 
as provided in subsection (f) (3) (C).w 
(2) Effective with respect to individuals who meet any of the sub-
paragraphs of paragraph (4) of section 215(b) of the Social Security 
Act, as amended by this Act, section 215(e) of the Social Security 
Act is further amended bv inserting aand*' after the semicolon at the 
end of paragraph (2) and by striking out paragraph (4), 
(e)(1) Effective with respect to applications lor recomputation 
tinder section 215(f)(2) of the Social Security Act filed after I960, 
section 215(f) (2) of such Act is amended by striking out "1954" the 
first time it appears and inserting in lieu thereof a19C0"t and by strik-
ing out "no earlier than six months91 in subparagraph (A) (in). 
(2) Section 215(f) (2) (B) of such Act is amended to read as fol-
lows: 
"(B) A recomputation pursuant to subparagraph (A) shall be 
made— 
"(i) only as provided in subsection (a) (1), if the provisions of 
subsection (b), as amended by the Social Security Amendments of 
1900. were applicable to the last previous computation of the in-
dividual's primary insurance amount, or 
"(ii) as provided in subsection (a) (1) end (3), in all other 
eases. 
Such recomputation shall be made as though the individual became 
entitled to old-age insurance benefits in the month in which he filed 
the application for such recomputation, except that if clause (i) of 
this subparagraph is applicable to auch recomputation, the computa-
tion base years referred to in subsection (b)(2) shall include only 
calendar years occurring prior to the year in which he filed his appli-
cation for such recomputation." 
(8) Section 215(f) (8) of such Act is amended to read as follows: 
"(8) (A) Upon application by an individual— 
*(i) who became entitled to old-age insurance benefits under 
section 202(a) after December I960, or 
"(ii) wliose primary insurance amount was recomputed as pro-
Tided in paragraph (2) (B) (ii) of this subsection on the bam of 
sn application filed after December I960, 
tlie Secretary shall recompute his primary insurance amount If such 
application is filed after the calendar vear in which he became entitled 
to old-age insurance benefits or in which he filed application for the 
recomputation of his primary insurance amount under clause (ii) of 
this sentence* whichever is the later. Such recomputation under this 
subparagraph ahall be made aa provided in subsection (a) (1) and (8) 
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of this eection, except that euch individual's computet ion base years 
referred to in subnotion (b)(2) shall include the calendar year re-
ferred to in the preceding sentence. Such recomputution under this 
subparagraph shall be effective for end after the fiist month for which 
his last pmious compulation of his piimary insurance amount was 
effect i\e, but in no event for any month prior to the twenty-fourth 
month before the month in which the spphcation for such recompute* 
tion is filed. 
"(B) In the case of an individual who dies after December 1060 
and— 
u(i) who, at the time of death was not entitled to old-age insur-
ance benefits under section 202(a),or 4* mc 4M-44(ii) who became entitled to auch old-age insurance benefits 
after December 19G0,or 
"(Hi) whose primary insurance amount was recomputed under 
paragraph (2) of this subsection on the basis of an application 
filed after December I960,or 
u(iv) whose primary insurance amount was recomputed under 
paragraph (4) of this subsection, 
the Secretary shall recompute his primary insurance amount upon the 
filing of an application by a person entitled to monthly benefits or a 
lump-sum death payment on the basis of such individual's wages and 
self-employment income. Such recomputation shall be made as pro-
vided in subnotion (a) (1) and (3) of this section, except that such 
individual's computation base years referred to in subsection (b) (2) 
shall include the calendar year in which he died in the case of an 
individual who was not entitled to old-age insurance benefits at the 
time of death or whose primary insurance amount was recomputed un-
der paragraph (4) of this subsection, or in all other cases, the calendar 
year in which he filed his application for the last previous computa-
tion of his primary insurance amount. In the case of monthly bene-
fits] such recomputation shall be effective for and after the month in 
which the person entitled to such monthly benefits became so entitled, 
but in no event for anv month prior to the twenty-fourth month before 
the month in which the application for such recomputation is filed. 
"(C) In the case of an individual who becomes entitled to old-age 
insurance benefits in a calendar year after 10C0, if such individual has 
self-employment income in a taxable year which begins prior to such 
calendar year and ends after the last day of the month preceding the 
month in which he became so entitled, the Secretary shall recompute 
such individual's primary insurance amount after the close of such 
taxable year and shall take into account in determining the individ-
ual^ benefit computation years only such self-employment income in 
such taxable year as is credited, pursuant to section 212, to the year 
preceding the rear in which he became so entitled. Such recomputa-
tion shall be effective for and after the first month in which he became 
entitled to old-age insurance benefits.91 
(4) (A) Section 815(f) (4) of such Act is amended by striking out 
*1054n in the first sentence and inserting in lieu thereof "1060vf and 
bv striking out the second and third sentences and inserting in lieu 
thereof the following: "If the recomputation is permitted by sub-
Cragranh (A), the recomputation shall be made (if at all) as though had tiled application for a recomputation under paragraph (S) (A) in the month in which be died. If the recomputation is permitted 
S subparagraph fB), the recomputation shall take into account only e wages and self-employment income which were considered in the 
last previous computation of his primary insurance amount and the 
compensation (described in section 205(o)) paid to him in the years *'' 
In which such wages wars paid or to which such self-employment 
income was credited." 
43 USC 412. 
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(B) Effective in the esse of deaths occurring on or sfler the date 
of the ensctment of litis Act, the first sentence of such section 816 
*»•. * ssi. (f j / ^ j g fu r i i i c r amended by striking out "(without the spplication 
of clause (iii) thereof)*. 
k (f) Effective with respect to individuals who become entitled to 
1L i ; benefits under section 223 of the Social Security Act sftcr 1900, sec* 
pmup.ni.
 | i o n 223(a)(2) of such Act (ss smended by section 402(b) of this 
Act) is amended to read ss follows: 44(2) Such individual's disability insurance benefit for sny month 
shall be eoual to his primary insurance amount for such month deter-
ss use 4ii. mined under section 215 ss though he had attained retirement age in— 
u
 f A) the first month of his wniting period, or 
"(B) in any case in which clause (li) of parsgranh (1) of this 
subsection is applicable, the first month tor which he becomes 
entitled to such disability insurance benefits, 
and ss thouph he had become entitled to old-sire insurance benefits in 
the month in which he filed his spplication for disability insurance 
benefits. For the purposes of the preceding sentence, in the esse of 
s woman who both was fully insured snd had attained retirement ape 
in or before the first month referred to in subparagraph (A) or (fi) 
of such sentence, ss the esse may be, the elapsed years referred to in 
AM; p. est. section 215(b) (3) shall not include the first year in which she both 
wss fully insured snd had sttsined retirement age, or any year 
thereafter." (g)(1) In the case of any individual who both was fully insured 
and had attained retirement ace prior to 1961 and (A) who becomes 
entitled to old-age insurance benefits sfter I960, or (B) who dies 
after 1960 without being entitled to such benefits, then, notwithstand-
ing the amendments maae by the preceding subsections of this section, 
the Secretary shall also compute such individual's primary insurance 
•mount on the basis of such individual's averare monthly wage deter-
mined under the provisions of section 215 of the Social Securitv Act 
in effect prior to the enactment of this Act with a closing date deter-
mined under section 215(b)(3)(B) of such Act ss then in effect, 
but only if such closing date would nave been applicable to such com-
putation had this section not been enacted. If the primary insurance 
amount resulting from the use of such an average monthly wage is 
higher than the primary insurance amount resulting from the use of an 
average monthlv ware determined pursuant to the provisions of sec-
tion 215 of the SociaiSecurity Act, as amended by the Social Security 
Amendments of 1960, such higher primary insurance amount shall be 
the individual's primary insurance amount for purposes of such sec-
tion 215. The terms used in this subsection shall have the meaning 
st vac ssi #t assiped to them by title II of the Socisl Security Act (2) Notwithstanding the amendments made by the preceding sub-
tec t ions of this section, in the ease of any individual who was entitled (without regard to the provisions of section 223(b) of the Social 
Security Act) to a disability insurance benefit under such section 223 
for the month before the month in which he became entitled to an 
old-age insurance benefit under section 202 (s) of such Act, or in which 
he died, and such disability insurance benefit was based upon a pri-
mary insurance amount determined under the provisions of section 
815 of the Social Security Act in effect prior to the ensctment of this 
Act, the Secretary shall, in applying the provisions of such asction 
S15(s) (except paragraph (4) thereof), for purposes of determining 
benefits payable under section 202 of such Act on the basis of such in-
dividual a wages and self-employment income, determine such in-
dividual's average monthly warn under the provisions of section 215 
of the Social Security Act in effect prior to tbe enactment of this Act 
swi, »». est, 
esuacssa. 
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The provisions of this paragraph shall not apply with respect to any 
•uch individual, entitled to such old-age insurance benefit*, (i) who 
applies, after 1&C0, for a recomputation (to which he is entitled) of 
his primary insurance amount under section 215(f)(2) of auch Act, ni!**' m* f ( 
or (li) who dies after 1%0 and meets the conditions for a recomnuta-
tion of his primary insurance amount under aection 215(f) (4) of such 
Act. 
(h) In any case where application for recomputation tinder aection 
i l5(f) (S) of the Social Security Act is filed on or after the date of *"•> + *»• 
the enactment of this Act with respect to an individual for whom 
the last previous computation of the primary insurance amount waa 
based on an application filed prior to 10Clt or who died before 1961, 
the provisions of section 215 ol such Act as in effect prior to the enact-
ment of this Act shall apply eicept that— 
(1) auch recomputation ahall be made as provided in section 
215(a) of the Social Security Act (as in effect prior to the en-
actment of this Act) and as though such individual first became 
entitled to old-age insurance benefits in the month in which 
he filed his application for such recomputation or died without 
iilinp such an application, and his closing date for auch purposes 
ahull be as specified in such aection 215(f) (3); and 
(2) the provisions of aection 215(b) (4) of the Social Security 
Act (as in effect prior to the enactment of this Act) shall apply **•» *• **• 
onlv if they were applicable to the last previous computation of 
such individual's primary insurance amount, or woula have been 
applicable to such computation if there had been taken into 
account— 
(A) his wages and self-employment income in the year 
in which he became entitled to old-age insurance benefits or 
filed application for the last previous recomputation of his 
primary insurance amount, where he is living at the time of 
the amplication for recomputation under this subsection, or 
(H) his wages and tell-employment income in the year 
in wh*ch he died without brooming entitled to old-age insur-
ance benefits, or (if he was entitled to auch benefits) the 
year in which application was filed for the last previous 
computation of his primary insurance amount or in which 
he died, whichever first occurred, where he has died at the 
time of the application for such recomputation. 
If the primary insurance amount of an individual was recomputed 
under aection 215(f) (3) of the Social Security Act as in effect prior 
to the enactment of this Act, and such amount would have been larger 
if the recomputation had been made under such taction as modified 
by this subsection, then the Secretary shall recompute auch primary 
insurance amount under auch aection as so modified, but only if an 
application for auch recomputation is filed on or after the date of the 
anactment of this Act. A recomputation under the preceding sentence 
ahall be effective for and after the first month for which the last 
previous recomputation of auch individual's primary insurance 
amount under auch aection 215 was affective, but in no event for any 
month prior to the twenty-fourth month before the month in which 
the application for a recomputation ia filed under the praoeding 
aantenoe. 
( i ) ( l ) In the case of an application for a recomputation under 
aection 215(f) (2) of the Social Security Act filed after 1954 and prior 
to 1961, the provisions of aection 215(f) (2) of auch Act in affect prior 
to the enactment of thia Act ahall apply. 
(2) In the case of an individual who died after 1954 and prior to 
1961 and who waa antiUed to an old-age insurance benefit under sec-
at vac #oi. 
**•. * m. 
at st«. lero. 
42V%C4U**: 
tee PUBUCLAWu-m-KPT. u9mo It*it AT. 
tion 202(a) at the time of his death, the provisions of section 215(f) 
(4) of tho Social Security Act in effect prior to the enactment of this 
Act shall apply. 
(j) In the case of an individual whose average monthly wage is 
computed under the provisions of section 215 (b) of the Social Security 
Act, as amended by this Act, end— 
(1) who is entitled, by reason of the provisions of section 
*»«.»> tat. S°2())(n or section $23(b) of the Social Security Act, to a 
monthly benefit for any month prior to January 1961, or 
(2) who is (or would, but for the fact that auch recomputation 
would not result in a higher primary insurance amount for auch 
individual, be) entitled, oy reason of section 215(f) of the Social 
Security Act, to have his primary insurance amount reoomputed 
effect ive for a month prior to January 1961, 
his average monthly wage as determined under the provisions of such 
section 215(b) shall be his average monthly wage for the purposes of 
determining his primary insurance amount for such prior month. 
(k) Section 102(f)(2)(B) of the Social Security Amendments of 
1954 is amended bv insert inc after "Social Security Act" in the second 
sentence thereof "as in effect prior to the enactment of the Social 
Security Amendments of I960"; and by striking out "bond" and 
inserting in lieu thereof "month". 
ELIMINATION OF COtTAXK OBSOLETE *EO0XPUTA7IONe 
SEC. 804. (a) The first sentence of section 215(f) (5) of the Social 
41 use «u. Security Act is amended by striking out "after the close of auch tax* 
able year by such individual or (iflie died without filing such appli-
cation)" and inserting in lieu thereof the following: "by such individ-
ual after the close of such taxable year and prior to January 1961 or 
(if lie died without filing such application and auch death occurred 
prior to January 1961)". 
4*usc4i*MU. (b) Section 102(e) (5) of the Social Security Amendments of 19M 
is amended by adding at the end thereof the following new sub-
paragraph : 
44(D) xfotwithstanding the provisions of subparagraphs (A) f (B) t 
and (C), the primary insurance amount of an individual ahall not 
be recomputed under auch provisions unless auch individual files the 
application referred to in subparagraph (A) or (B) prior to January 
1961 or, if he dies without filing auch application his death occurred 
prior to January 1961." 
4iusc4ts~t». (C) Section 102(e) (8) of the Social Security Amendments of 1954 
is amended by inserting before the period at the end thereof ubut only 
if auch individual files the application referred to in subparagraph 
iA) of such section prior to January 19C1 or (if he dies without ling auch application) hia death occurred prior to January 1961". (d) Section 6(c)(1) of the Social Security Act Amendments of 
3ausc'4i?liM. I*5 2 is amended by adding at the and thereof the following new 
sentence: "Notwithstanding the preceding provisions of this para-
graph, the primary insurance amount of an individual shall not be 
recomputed tinder such provisions unless such individual files the 
application referred to in clause (A) of the first sentence of this para-
graph prior to January 1961 or, if he dies without filing such appli-
cation, his death occurred prior to January 1961." 
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TITLE IV-DISAB1LITY INSURANCE BENEFITS AND 
THE DISABILITY FREEZE 
ELIMINATION Or ftKQVlREMEXT Or ATTAINMENT OT AGE FIITT MB 
DISABILITY 1KSIHAKCE SENEriTS 
SEI\ 401. (a) Section 223(a) (1) (B) of the Social Security Act ia *7mc «»• 
amended by sinking out uhas attained the age of fifty and". 
(b) The last sentence of section 223(c) (3) of such Act b amended 
by striking out the semicolon and all that follows and inserting in lieu 
thereof a period. 
(c) The amendments made by this section ahnll apply only with 
respect to monthly benefits under sections 202 and 223 of the Social 
Security Act for months after the month following the month in which 4* "^ 4oa-
this Act is enacted which art based on the wages and self-employment 
income of an individual who did not attain the age of fifty in or prior 
to the month following the month in which this Act is enscted, but 
only where applications for such benefits are filed in or after the month 
in which this Act is enacted. 
ELIMINATION OF THE WATTINO PERIOD VOX DISAEIUTT IKSCEANCE 
UXU1TS IK CERTAIN CASES 
SEC. 402. 
•mended 
(a) Section 223(a)(1) of the Social Security Act ia 
by striking out "shall be entitled to a disability insurance 
benefit for each month, beginning with the first month after his wait* 
ing period (as defined in subsection (cH3)) in which he becomes so 
entitled to such insurance benefits** ana inserting in lieu thereof the 
following: "shall be entitled to a disability insurance benefit (i) for 
each month beginning with the first montn after his waiting period 
(as defined in subsection (c) (3)) in which he becomes so entitled to 
such insurance benefits, or (ii) for each month beginning with the first 
month during all of which he is under a disability and in which be 
becomes so entitled to such insurance benefits, but only if he was en-
titled to disability insurance benefits which terminated, or had a period 
of disability (as defined in section 216(i)) which ceased, within the 4a w c 4U" 
60-month period preceding the first month in which he ia under such 
disability,*. ^ ^ 
(b) Section 223(a) (2) of such Act is amended to read as follows: *"•' + fM' 
"(2) Such individuals disability insurance benefit for any month 
shall be equal to his primary insurance amount for auch month deter* 
mined under section 215 as though be became entitled to old-age **u*c<ts. 
insurance benefits in— 
"(A) the first month ofhis waiting period,or 
"(B) in any case in which clause (n) of paragraph (1) of this 
subsection is applicable, the first month for which lie becomes to 
entitled to such disability insurance benefits." 
(c) The first sentence of section 223(b) of such Act is amended to 
read as follows: "No application for disability insurance benefits shall 
be accepted as a ralid application for purposes of this section (1) if 
it is filed more than nine months before the first month for which the 
applicant becomes entitled to such benefits, or (2) in any case in which 
clause (ii) of paragraph (1) of subsection (a) ia applicable, if it is 
filed more than aii montlis before the first month for which the appli-
cant becomes entitled to such benefits; and any application filed 
within such nine months' period or sii months9 period, as the case may 
be, shall be deemed to have been filed in such first month." 
(d) The second sentence of section 223(b) of such Act is amended 
by striking out "if be files application therefor" and inserting in lieu 
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thereof uif he is continuously under a disability after such month and 
until he files application therefor, and he files such application". 
*-i.p.»*. ( e ) ( ! j xiie fir>1 sentence of aection 21G(i)(2) of auch Act k 
amended to read as follows: "The term 'period of disability* means a 
continuous period (ltegiiming and ending as hereinafter provided in 
this subsection) during which an individual was under a disability (as 
defined in paragraph (1)1, but only if such period is of not less than 
six full calendar months duration or such individual was entitled 
^ ** to benefits under sect ion 223 for one or more months in such period." (2) (A) The fifth sentence of such section 2lC(i)(2) is amended 
by inserting ". or, in any case in which clause (ii) of section 223(a) (1) is applicable, more than six months before the first month for 
which such applicant becomes entitled to benefits under aection 223," 
after a(as determined under this paragraph)". JB) Such section 21C(i)(2) is further amended by adding at the thereof the following new sentence: "Any application for a dis-
ability determination which is filed within such three months1 period 
or six months1 period shall be deemed to have been filed on such 
first dav or in sunt first month, as the case may be." (f) The amendments made by subsections (a) and (b) ahall apply 
only with respect to benefits under section 223 of the Social Security 
Act for the month in w Inch this Act is enacted and subsequent months. 
The amendment made by subsection (c) shall apply only in the 
case of applications for benefits under sucn section 223 filed after the 
seventh month before the month in which this Act is enacted. The 
amendment made by subsection (d) shall apply only in the case of 
applications for benefits under such section 223 filed in or after the 
month in which this Act is enacted. The amendment made by sub-
section (e) shall apply only in the case of individuals who become 
entitled to benefits under such aection 223 in or after the month in 
which this Act is enacted. 
etuacm. 
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m i O O OF TS1AL W01& IT DISABLED XKDITXDUAL 
SEC. 403. (a) Section S22 of the Social Security Act is amended 
by striking out subsection (c) and inserting in lieu thereof the 
following: 
-Period of Trial Work 
44(c) (1) The term *neriod of trial work', with respect to an indi-
vidual entitled to benefits under aection 223 or 202(d), means a period 
of months beginning and ending as provided in paragraphs (3) and 
"(2) For purposes of sections 216(i) and 223, any services ren-
dered by an individual during a period of trial work shall be deemed 
not to have been rendered by such individual in determining whether 
his disability has ceased in a month during auch period. For pur-
poses of this subsection the term ltervicesrmeans activity which is 
performed for remuneration or gain or is determined by the Secre-
tary to be of a type normally performed for remuneration or gain. 
*(8) A period of trial work for any individual shall begin with 
the month in which he becomes entitled to disability insurance bene-
fits, or, in the case of an individual entitled to benefits under section 
802(d) who has attained the age of eighteen, with the month in which 
he becomes entitled to such benefits or the month in which he attains 
the age of eighteen, whichever is later. Notwithstanding the jpreoed-#ing sentence, no period of trisl work msy begin for any individual 
prior to the beginning of the month following the month in which 
this paragraph is enacted; and no such period may begin for an in-
U STAT.) PUBLIC LAW 8e.m-8EPT. IS. 1H0 •«» 
dividual in a period of disability of such individual in which he had 
a previous pen oil of trial work. 
v (4 ) A period of trial *ork for any individual shall and with the 
dose of whichever of the following months is the earlier: 
"(A) the ninth month, beginning on or after the first day of 
audi period, in which the individual renders services (whether 
or not such nine months arc consecutive); or 
*(H) the month in which his disability fas defined in aection 
223(c) (2)) ceiuses (as determined after application of paragraph **iMC 4 n -
(2) of this subsection). 
"(5) In the case of an individual who becomes entitled to benefit! 
under aection 223 for any month as provided in clause (ii) of subsec-
tion (a) (1) of such section, the preceding provisions of tins subsec-
tion shall not apply i\ith respect to sen-ices in any month beginning 
with the first month for which he is so entitled and ending with the 
first month thereafter for which he is not entitled to benefits under 
section 223.*
 M (b) Section 223(a) (1) of such Act is amended by striking out "the *"* + UJ' 
first month in which any of the following occurs: his disability ceases, 
he dies, or he attains the age of sixty-five" and inserting in lieu 
thereof "whichever of the following months is the earliest: tht month 
in which he dies, the month in which he attains the age of sixty-five, 
or the third month following the month in which his disability ceases". 
(c) The fourth sentence of section 21C(i) (2) of such Act is amend-
ed by striking out "the first month in which either the disability 
ceases or the individual attains the age of sixty-five" and inserting in 
lieu thereof ^the month preceding whichever of the following months 
is the earlier: the month in which the individual attains age sixty-five 
or the third month following the month in which the disability 
ceases". 
(d)(1) The first sentence of section 202(d)(1) of such Act is * * * * • " • 
amended by inserting "or" before "attains the age of eighteen and 
is not under a disability (as defined in section 223(c)) which began 
before he sttained such age" and by striking out **. or ceases to be 
under a disability (as so defined) on or after the oay on which he 
attains age eighteen". 
(2) Such aection 202(d^ (1) is further amended by inserting after 
the first sentence the following new sentence: "Entitlement of any 
child to benefits under this subsection shall also end with the montn 
preceding the third month following the month in which he ceases 
to be under a disability (as so defined) after the month in which be 
attains age eighteen." 
(e)(1) The amendment made by subsection (a) shall be effective 
only with respect to months beginning after the month in which this 
Act is enacted. 
(2) The amendments made by subsections (b) and (d) shall apply 
only with respect to benefits under aection 223(a) or 202(d) of the 
Social Security Act for months after the month in which this Act 
is enacted in the case of individuals who, without rexrard to such 
amendments, would have been entitled to such benefits for the month 
in which this Act is enacted or for any succeeding month. 
(8) The amendment made by subsection (c) shall apply only in the 
case of individuals who have a period of disability (as defined in sec-
tion 216(i) of the Social Security Act) beginning on or after the date 
of the enactment of this Act, or beginning before such date and con* 
tinning, without regard to such amendment, beyond the end of the 
month in which this Act is enacted. 
42 USC 401 « 
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KTECUL INSURED STATUS TEST IN CERTAIN CASES fUE D1SABIUTT rUftfOfES 
SEC. 401. (a) In the case of any individual who does not meet the 
esusceit nquirements of section 21C(i)(3) of the Social Security Act with 
res]*ct to anv quarter, or who is not insured for disability insurance 
si use o*. benefits as determined under aection 223(c)(1) of such Act with 
rcsnect to any month in a quarter, such individual shall be deemed 
to hnve met such requirements with respect to such quarter or to be 
to insured with rej*ct to such month of such quarter, as the case 
may be, if— 
(11 he had a total of not less than twenty quarters of coverage 
as use 4ix (n% defined in section 213 of such Act) during the period ending 
with the close of such quarter, and 
(2) all of the quarters elapsing after 1050 and up to but exclud-
ing such quarter were quarters of coverage with respect to him 
and there were not fewer thon six such quarters of coverage, 
(b) Subsection (a) shall apply only in the case of applications 
for disability insurance benefits under section 223 of the Social Secu-
rity Act, or for disability determinations under aection 216(i) of 
auch Act, filed in or after the month in which this Act is enacted, 
and then only with respect to an individual who, but for such subsec-
tion (s) , would not meet the requirements for a period of disability 
under aection 216(i) with respect to the quarter in which this Act is 
enacted or any prior quarter and would not meet the requirements 
for benefits under section 223 with respect to the month in which 
this Act is enacted or any prior month.
 # No benefits under title II 
of the Socio) Security Act for the month in which this Act is enacted 
or anv prior month shall be payable or increased by reason of the 
amendment made by auch subsection. 
TITLE V-EMPLOYMENT SECURITY 
PAIT 1—SHOTT TITLE 
SEC. 501. This title may be cited at the "Employment Security 
c*~J~«tau. Act of I960*. 
P A B T ft—EMrLOTXZHT SECU*JTT ADMINISTRATIVE FlNAWOKO 
AMENDMENTS 
AMENDMENT OF TITLE IX OF THE SOCIAL GECUUTT ACT 
SEC. 521. Title IX of the Social Security Act (42 U.S.O, tec 
1101 and following) is amended to read as follows: 
"TITLE IX—MISCELLANEOUS PROVISIONS RELATING 
TO EMPLOYMENT SECURITY 
**MFLOTMXNT HCU*JT! ADMIN 1IT1ATION ACCOUNT 
"Establishment of Aeeount 
• S E C ML (a) There is hereby established in the Unemployment 
Trust Fund an employment security administration account 
••Appropriations to Account 
* (b) (1) There is hereby appropriated to the Unemployment Trust 
Fund for credit to the employment security administration acoount, 
out of any moneys in the Treasury not otherwise appropriated, for 
the fiscal year ending June JO, 1961, and for each fiscal year there-
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after, an amount equal to 100 per centum of the tax (including inter* 
est, penalties, and additions to the tax) received during the fiscal year 
under the Federal Unemployment Tax Act and covered into the *•*• + •••• 
Treasury. 
"(2) The amount appropriated by paragraph (1) ahall be trans-
ferred at lenst monthlyfrom the general fund of the Treasury to the 
Unemployment Trust Fund and credited to the employment security 
administration account. Kach such transfer shall be based on esti-
mates made by the Secretary of the Treasury of the amounts received 
in the Treasury. Proper adjustments shall be made in the amounts 
subsequently transferred, to the extent prior estimates (including 
estimutes for the fiscal year ending June 30,1060) were in excess of 
or mere less than the amounts required to be transferred. 
"(3) The Secretary of the Treasury is directed to pay from time 
to time from the employment security administration account into the 
Treasury, as repayments to the account for refunding internal reve-
nue collections, amounts equal to all refunds made after June 30,1W0, 
of amounts received as tax under the Federal Unemployment Tax Act 
(including interest on such refunds). 
"Administrative Expenditures 
ulc) (1) There sre hereby authorized to be made available for ex-
penditure out of the employment security administration account for 
the fiscal year ending June 30, 19C1, and for each fiscal year there-
after— 
"(A) such amounts (not in excess of $350^000,000 for any fiscal 
year) as the Congress may deem appropriate for the purpose 
of— 
44(i) assisting the States in the administration of their un-
employment compensation laws as provided in title III (in- 4* U i c *0MM" 
eluding administration pursuant to agreements under any 
Federal unemployment compensation law, except the Tem-
porary Unemployment Compensation Act of 1958, as J: ?J£ n i ••s 
amended), •*•. 
"(ii) the establishment and maintenance of systems of 
Jublic employment offices in accordance with the Act of June , 1033,as amended (29 UivC,sees. 4&-49n), and *s su*. us. 
"(iii) carrying into effect section £012 of title 88 of the 
United States Code; n **• *»»• 
"(B) such amounts as the Congress may deem appropriate for 
the necessary expenses of the Department of Labor for the per-
formance of its functions under-* 
"(i) this title and titles III and XII of thia Act,
 m «* uac SSMM; 
"(h) the Federal Unemployment Tax Act, *"• * f n 
"(iii) the provisions of the Act of June 6,1933, as amended, «• g £ «lJSw 
*(iv) subchapter II of chapter 41 (except section 2012) fast*. 1221.' 
of title 88 of the United States Code, and 
"(•) any Federal unemployment compensation law, ex-
cept the Temporary Unemployment Compensation Act of 
1958. as amended. 
•(2) The Secretary of the Treasury is directed to par from the 
employment security administration acoount into the Treasury as 
miscellaneous receipts the amount estimated by him which will be 
expended during a three-month period by the Treasury Department 
for the performance of its functions under— 
a(A) this title and titles III and XII of this Act, including the 
expenses of banks for serricing unemployment benefit payment 
and clearing accounts which are offset by the maintenance of 
balances of Treasury funds with such banks, 
AMI. p. t n . 
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 t J | e p e ^ f ^ Unemployment Tax Act, tnd 
u(C) any Federal unemployment compensation law with it-
si>cct to which responsibility sor administration is vested in the 
Secret a ry of Labor. 
In determining the expenses taken into account under subparagraphs 
(B) and (C), there shnll be excluded any amount attributable to the 
41 use MSO. Temporary Unemployment Com|>cn*ation Act of 1D38, as amended. 
If it subsequently appears that the estimates under this paragraph in 
any particular period were too high or too low, appropriate adjust-
ments shall be made by the Secretary of the Treasury in future 
payments. 
"Additional Tax Attributable to Reduced Credits 
"(d) (1) The Secretary of the Treasury is directed to transfer from 
the employment security administration account— 
"(A) To the Federal unemployment account, an amount equal 
to the amount by which— 
**(0 100 per centum of the additional tax received under 
the Federal Unemployment Tax Act with respect to any State 
by reason of the mluced credits provisions of section 1302(c) 
(2) or (3) of such Act and covered into the Treasury for the 
repayment of advances made to the State under section 1201, 
exceeds 
"(ii) the amount transferred to the account of such State 
pursuant to subparagraph (B) of this paragraph. 
Any amount transferred pursuant to this subparagraph shsll be 
credited against, and shall operate to reduce, that balance of ad-
vances, made under section 1201 to the State, with respect to which 
employers paid such additional tax. 
**(B) To the account (in the Unemployment Trust Fund) of 
the State with respect to which employers paid such additional 
tax, an amount equal to the amount by which such additional tax 
received and covered into the Treasury exceeds that balance of 
advances, made under section 1201 to the State, with respect to 
which employers paid such sdditional tax. 
If, for any taxable year, there is with respect to any State both a bal-
ance described in aection 8302(c)(2) of the Federal Unemployment 
Tax Act and a balance described in section 8302(c) (3) of such Act, 
this paragraph shall be applied separately with respect to section 8302 
(c)(2) (and the balance described therein) and separately with re-
spect to section 8302(c) (3) (and the balance described therein). 
**(2) The Secretin- of the Treasury is directed to transfer from 
the employment security administration account— 
L(k) To the general fund of the Treasury, an amount equal 
tothe amount by which— 
"(i) 100 wr centum of the additional tax received under 
the Federal Unemployment Tax Act with respect to any 
State bv reason of the reduced credit provision of section 104 
of the Temporary Unemployment Compensation Act of 1W8, 
as emended, and oovereo into the Treasury, exceeds 
"(ii) the amount transferred to the account of such State 
pursuant to subparagraph (B) of this paragraph. 
*(B) To the account (in the Unemployment Trust Fund) of 
the State with reaped to which employers paid such additional 
tax, an amount equal tothe amount by which— 
"(i) such additional tax received and oovered into the 
Treasury, exoeeds 
41 USC MSOc. 
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*(ii) the totnl amount restorable to the Treasury under 
iection 104 of the Temporary Unemployment Compensation 4a me l400c* 
Act of 1056, as amended, as limited by Public Law 85-457. Jf UKVMMI* 
u(3) Transfers under this subsection shall be as of the beginning 
of the month succeeding the month in which the moneys were credited 
to the employment security administration account pursuant to tub* 
iection (b)(2). 
"Revolving Fund 
•(e)(1) There is hereby established in the Treasury a revolving 
fund which shnll be available to make the advances authorized by this 
subsection. There are hereby authorised to be appropriated, without 
fiscal year limitation, to sucfi revolving fund such amounts as may be 
necessary for the purposes of this section. 
**(2) The Secretary of the Treasury is directed to advance from 
time to time from the revolving fund to the employment tecurity 
administration account such amounts as may be necessary for the 
purposes of this section. If the net balance in the employment 
security administration account as of the beginning of any fiscal year 
is $250,000,000, no advance may be made under this subsection during 
such fiscal year. 
u(3) Advances to the employment security administration account 
made under this subsection shall bear interest until repaid at a rate 
equal to the average rate of interest (computed as of the end of the 
calendar month next preceding the date of such advance) borne by all 
interest-ben rinc obligations of the United States then forming a part 
of the public debt; except that where such average rate is not a multiple 
of one-eighth of 1 per centum, the rate of interest shall be the multiple 
of one-eighth of 1 per centum next lower than such average rate. 
"(4) Advances to the employment security administration account 
made under this subsection, plus interest accrued thereon, shall be re-
paid by the transfer from time to time, from the employment tecurity 
administration account to the revolving fund, of such amounts as the 
Secretary of the Treasury, in consultation with the Secretary of Labor, 
determines to be available in the employment security administration 
account for such repayment. Any amount transferred as a repayment 
under this paragraph shall be credited against, and shall operate to 
reduce, any balance of advances (plus accrued interest) repayable 
under this subsection. 
"Determination of Excess and Amount To Be Retained in Employ-
ment Security Administration Account 
* ( f ) ( l ) The Secretary of the Treasury shall determine as of the 
dose of each fiscal year (beginning with the fiscal year ending June SO, 
1961) the excess in the employment security administration account. 
u(t) The excess in the employment security administration account 
as of the close of any fiscal year is the amount by which the net 
balance in such account as of such time (after the application of section 
902(b)) exceeds the net balance in the employment security admin-
istration account as of the beginning of that fiscal year (including the 
fiscal year for which the excess is being computed) for which the net 
balance waa higher than as of the beginning of any other such fiscal 
jeer. 
"(8) If the entire amount of the excess determined under para-
K:>h (1) as of the close of any fiscal year is not transferred to the era! unemployment account, there ahall be retained (as of the 
Winning of the succeeding fiscal year) in the employment security 
•omwistration account so much of the remainder as does not increase 
N i ( , p. fU. 
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the net balance $n such account (as of the beginning of such succeed-
ing fiscal year) above $2^0,000,000. 
"(4) For the purposes of this section, the net balance in the em-
ployment security administration account as of any time is the amount 
in such account as of such time reduced by the sum of— 
"(A) the amounts then subject to transfer pursuant to sub-
section (d), and 
u(h) the balance of advances (plus interest accrued thereon) 
then repayable to the revolving fund established by subsection (e). 
The net balance in the employment security administration account 
as of the beginning of any fiscal year shall be determined after the 
dis|>osition of the excess in such account as of the close of the preceding 
fiscal year. 
"TRANSFERS BETWEEN FEDERAL ^EMPLOYMENT ACCOUNT AND 
EM PLOT* EXT SECURJTT ADMINISTRATION ACCOUNT 
"Transfers to Federal Unemployment Account 
"SEC. 902. (a) Whenever the Secretary of the Treasury deter-
mines pursuant to section 901 (f) that there is an excess in the employ-
ment security administration account as of the close of any fiscal 
year, there shall be transferred (as of the beginning of the succeeding 
fiscal vear) to the Federal unemployment account the total amount 
of such excess or so much thereof as is required to increase the amount 
in the Federal unemployment account to whichever of the following 
is the greater: 
*(1) $550,000,000, or 
"(2) The amount (determined by the Secretary of Labor and 
certified by him to the Secretary of the Treasury) equal to four-
tenths of f per centum of the total wages subject to contributions 
under all State unemployment compensation laws for the calendar 
year ending during the fiscal year for which the excess is 
determined 
"Transfers to Employment Security Administration Account 
"(b) The amount, if anv, by which the amount in the Federal un-
employment account as ol the close of any fiscal year exceeds the 
greater of the amounts specified in paragraphs (1) and (2) of sub-
section (a) shall be transferred to the employment security adminis-
tration account as of the cloee of such fiscal year. 
" A M O T X T S TRANSFERRED TO STATE ACCOUNTS 
"In General 
"SEC* 903. (a)(1) Except as provided in subsection (b), when-
ever, after the application of section 1203 with respect to the excess 
in the employment security administration account as of the close of 
any fiscal year, there remains any portion of such excess, the remainder 
of such excess shall be transferred (as of the beginning of the sue* 
eaedinc fiscal year) to the accounts of the States in the Unemployment 
Trust Fund-
"(2) Each State's share of the funds to be transferred under this 
•ubaection as of any July 1— 
"(A) ahall be determined by the Secretary of Labor and certi-
fied by him to the Secretary of the Treasury before that date on the 
basis of reports furnished by the States to the Secretary of Labor 
before June 1, and 
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*(B) shall bear the same ratio to the total amount to be to 
transferred as the amount of wages subject to contributions under 
such State's unemployment compensation law during the preced-
ing calendar year which have been reported to the State before 
May 1 bears to the total of wages subject to contributions under 
all State unemployment compensation laws during such calendar 
year which have been reported to the States before May 1. 
"Limitations on Transfers 
-(b) (1) If the Secretary of Labor finds that on July 1 of sny fiscal 
jaar—-» 
"(A) a State is not eligible for certification under section J03, or 4* ^  ••»• 
"(B) the law of a State is not approvable under section 8304 
of the Federal Unemployment Tax Act, *•*'• * •"' 
then the amount available for transfer to such State's account shall, 
in lieu of being so transferred, be transferred to the Federal unemploy-
ment account as of the beginning of such July 1. If, during the fiscal 
year beginning on such July I, the Secretary of Labor finds and 
certifies to the Secretary of the Treasury that such State is eligible for 
certification under section 303, that the law of such Stste is approvable 
under such section 3304, or both, the Secretary of the Treasury shall 
transfer such smount from the Federal unemployment account to the 
account of such State. If the Secretary of Lat>or does not so find and 
certifv to the Secretary of the Treasury before the close of such fiscsl 
year then the amount which was available for transfer to such State's 
account ss of July 1 of such fiscal year shall (as of the close of auch 
fiscal year) become unrestricted ss to use ss part of the Federal 
unemployment account 
"(2) The amount which, but for this paragraph, would be trans-
ferred to the account of a State under subsection (s) oroaragruph (1) 
of this subsection shall be reduced (but not below sero) oy the balance 
of advances made to the State under section 1201. The sum by which *»•*• *•tTi-
•uch smount is reduced shall— 
"(A) be transferred to or retained in (sa the esse may be) the 
Federal unemployment account, and 
"(B) be creaited against, and operate to reduce— 
"(i) first, any balance of advances made before the date of 
the enactment of the Employment Security Act of 1960 to 
the State under sect ion 1201, and 
44
 (ii) second, sny balance of sdvances made on or after 
iuch date to the State under section 1201. 
"Use of Transferred Amounts 
"(c) (1) Except as provided in paragraph (2), amounts transferred 
to the account of a State pursuant to subsections (a) and (b) ahall be 
used only in the payment of cash benefits to individuals with respect 
to their unemployment, exclusive of expenses of administration. 
"(2) A State may. pursuant to a specific appropriation made by the 
legislative body of the Statet use money withdrawn from its account 
in the payment of expenses incurred by it for the administration of 
Ha unemployment compensation law and public employment offices if 
and only if— 
"(A) the purposes and amounts were specified in the law mak-
ing the appropriation! 
• "(B) iht appropriation law did not authorise the obligation of 
such monev after the close of the two-year period which began oo 
the date of enactment of the appropriation law9 
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*(C) the money U withdrawn and the expense* are incurred 
after such date of enactment, and 
"(D) the appropriation law limit! the total amount which 
may be obligated during a fiscal year to an amount which does 
not exceed the amount by which (i) the sggregute of the amounts 
transferred to the account of audi State pursuant to subsections 
(a) and (b) during such fiscal year and the four preceding fiscal 
years, exceeds (ii) the aggregate of the amounts used by the State 
pursuant to this subsection and charged against the amounts 
transferred to the account of such State during such five fiscal 
years. 
For the purposes of subparagraph (D) f amounts used by a State 
during any fiscal year shall be charged agninst equivalent amounts 
which were first transferred and which have not previously been so 
charged; except that no amount obligated for administration during 
any fiscal year mav be charged agninst any amount transferred dur* 
tug a fiscal year earlier than the fourth preceding fiscal year. 
"CNEMPLOTXIEXT TTCST lUHD 
"Establishment, etc 
•'SEC. 904. (a) There is hereby established in the Treasury of tho 
United States a trust fund to be known as the 'Unemployment Trust 
Fund', hereinafter in this title called the 'Fund'. The Secretary of 
the Treasury is authorized and directed to receive and hold in the 
Fund all moneys deposited therein by a State agency from a State 
unemployment fund, or by the Railroad Retirement Board to the 
credit of the railroad unemployment insurance account or the railroad 
unemployment insurance administration fund, or otherwise deposited 
in or credited to the Fund or any account therein. Such deposit 
may be mode directly with the Secretary of the Treasury, with any 
depositary designated by him for such purpose, or with any Federal 
Reserve Bank. 
"Investments 
"(b) It shall be the duty of the Secretary of the Treasury to invest 
such portion of the Fund as is not, in his judgment, required to meet 
current withdrawals. Such investment may be made only in interest-
bearinp obligations of the United States or in obligations guaranteed 
as to both principal and interest by the United States. For such 
purpose such obligations may be acouired (1) on original issue at the 
issue price, or (2) by purchase of outstanding obligations at the 
market price. The purposes for which oblirntions of the United 
States may be issued under the Second Liberty Bond Act, as amended, 
are hereby extended to authorize the issuance at par of special obliga-
tions exclusively to the Fund. Such special obligations shall bear 
interest at a rate equal to the average rate of interest, computed as of 
the end of the calendar month next preceding the date of such issue! 
borne by all interest-bearing obligations of the United States then 
forming part of the public aebt; except that where such average rata 
is not a multiple of one-eighth of 1 per oentum, the rate of interest 
of such special obligations shall be the multiple of one-eighth of 1 
per oentum next lower than such average rate. Obligations other 
than such special obligations may be acquired for the Fund only on 
such terms as to provide an investment yield not less than the yield 
which would be required in the case of special obligations if issued 
to the Fund upon the date of such acquisition. Advances made to 
the Federal unemployment account pursuant to section 1208 ahall 
»ot be invested. 
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•'Sale or Redemption of Obligations 
•Treatment of Interest and Proceeds 
"(d) The interest on. and the proceeds from the aale or redemption 
of, any obligations held in the Fund shall be credited to and form a 
part of the Fund. 
"Separate Book Accounts 
"(e) The Fund shall be forested as a single fund, but the Secretary 
of the Treasury shall maintain a separate book account for each State 
unem 
and t ... 
shall credit Quarterly (on March 81, June SO, September 80, and De-
cember 81, of each vear) to each account, on the basis of the average 
dailv balance of such account, a proportionate part of the earnings of 
the Fund for the quarter ending on such date. For the purpose of this 
•ub9ection, the average daily balance shall be computed— 
"(1) in the case of any State account, by reducing (but not 
below aero) the amount in the account bv the balance ol advances 
made to the State under section 1201, ana m***' "' f l i # 
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 (2) in the case of the Federal unemployment account— 
"(A) by adding to the amount in the account the aggregate 
of the reductions under paragraph (l),and 
"(B) by subtracting from the sum to obtained the balance 
of advances made under section 1203 to the account 
"Payments to State Agencies and Railroad Retirement Board 
"(f) The Secretary of the Treasury is authorised and directed to 
pay out of the Fund to any State agency such amount as it may duly 
requisition, not exceeding the amount standing to the account of such 
State agency at the time of such payment. The Secretary of the 
Treasury is authorized and directed to make such payments out of the 
railroad unemployment insurance account for the payment of bene-
fits, and out of the railroad unemployment insurance administration 
fund for the payment of administrative expenses, as the Railroad 
Retirement Board may duly certify, not exceeding the amount stand-
ing to the credit of such account or such fund, as the case may be, at 
the time of such payment. 
"Federal Unemployment Account 
*(fr) There is hereby established in the Unemployment Trust Fund 
a Federal unemployment account. There is hereby authorised to be 
appropriated to such Federal unemployment account a sum equal to 
m the excess of taxes collected prior to July 1, 1946, tinder title 
I A of this Act or under the Federal Unemployment Tax Act, aver *"••• * •*•• 
the total unemployment administrative expenditures made prior to 
July 1,1M6, plus (2) the excess of taxes collected under the Federal 
Unemployment Tax Act after June 80, 1846, and prior to July 1, 
1953, over the unemployment administrative expenditures made after 
June SO, 1946, and prior to July 1,1953. As used in this subsection, 
the term 'unemployment administrative expenditures' means expendi-
tures for grants under title III of this Act, expenditures for the «* *"* »>•"». 
4B2llO*i-4I 
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administration of that title bv the Sociol Security Board, the Federal 
Security Administrator, or the Secretary of Labor, and expenditure* 
*•*•• for the administration of title IX of this Act, or of the Federal 
* *
0
- Unemployment Tai Act by the Department of the Treasury, the 
Social Security Board, the Federal Security Administrator, or the 
Secretary of I^ abor. For the purposes of this subsection, there shall 
be deducted from the total amount of taxes collected prior to July 1, 
lim% under title IX of this Act, the sum of $40,561,886.43 which was 
J J I v a c l ias luthorixed to be appropriated by the Act of August 84, 1037 (50 
Stat. 754), and the sum of $18,451,846 which was authorised to be 
appropriated by section 11(b) of the Railroad Unemployment 
ZSKX?' Insurance AcL" 
AXEXDK EXT or TITLE XII OF THE SOCIAL SECtaiTI ACT 
SEC. 522. (a) Title XII of the Social Security Act (42 U & C , eec 
1321 and following) is amended to read as follows: 
•TITLE XII-ADVAXCES TO STATE UNEMPLOYMENT 
FUNDS 
"ADVANCES TO STATE rKEMPLOTMEKT FfWDa 
"SEC. 1201. (a) (1) Advances shall be made to the States from the 
Federal unemployment account in the Unemployment Trust Fund as 
provided in this section, and shall be repayable, without interest, in 
^jm.. » . t»a. the manner provided in eections 801(d)(1), 903(b)(2), and 1202. 
An advance to a State for the payment of compensation in any month 
may be made if— 
"(A) the Governor of the State applies therefor no earlier 
than the first day of the preceding month, and 
"(B) he furnishes to the Secreterv of Labor his estimate of the 
amount of an advance which will be required by the State for 
the payment of compensation in such month. 
"(2) in the case of any application for an advance under this sec-
tion to any State for any month, the Secretary of Labor shall— 
"(A) determine the amount (if any) which he finds will be 
required by such State for the payment of compensation in such 
month, ana 
"(B) certifv to the Secretary of the Treasury the amount (not 
frreater than the amount estimated by the Governor of the State) 
determined under subparagraph (A). 
The aggregate of the amounts certified by the Secretary of Labor 
with respect to any month shall not exceed the amount which the 
Secretary of the Treasury reports to the Secretary of Labor is avail-
able in the Federal unemployment account for advances with respect 
to such month. 
"(8) For purpoeec of this subsection— 
"(A) an application for an advance shall be made on tuch 
forms, and shall contain such information and data (fiscal and 
otherwise) concerning the operation and administration of the 
State unemployment compensation law, as the Secretary of Labor 
deems necessary or relevant to the performance of his duties 
under this title, 
"(B) the amount required by any Bute for the payment of 
eompenaation in any month shall be determined with due allow, 
ance for contingencies and taking into account all other amounta 
that will be available in the State's unemployment fund for the 
payment of eompenaation in such month, and 
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*(C) the term •compensation* means cash benefits payable to 
individuals with resect to their unemployment, exclusive of a * 
Censes of administration. ) The Secretary of the Treasury shall, prior to audit or settle-
ment DV the General Accounting 0/uce, transfer from the Federal 
unemployment account to the account of the State in the Unemploy-
ment Trust Fund the amount certified under subsection (a) by the 
Secretary of Labor (but not exceeding that portion of the balance in 
the Federal unemployment account at the time of the transfer which 
is not restricted as to use pursuant to section 903(b) (1)). *"l#- * •"• 
"atTATMLXT ST STATU OF ADVAXCZS TO STATE VStUTUOTMZKT FUXM 
"SEC. 1202. The Governor of any State may at any time reouest 
that funds be transferred from the account of such State to the Fed-
eral unemployment account in repayment of part or all of that balance 
of advances, made to such State under section 1201, specified in the 
request. The Secretary of Labor shall certify to the Secretary of the 
Treasury* the amount and balance specified in the request; and the 
Secretary of the Treasury ahal] promptly transfer such amount in 
seduction of such balance. 
"ADVANCES TO FEDOLAL rXEKFLOTHEXT ACCOUXT 
"SEC. 1203. There are hereby authorised to be appropriated to the 
Federal unemployment account, as repayable advances (without in-
terest ). such sums as may be necessary to carry out the purposes of 
this title. Whenever, after the application of section 901 (f) (3) with *—- »• • **• 
respect to the excess in the employment security administration ac-
count as of the close of any fiscal year, there remains anv portion of 
such excess, so much of sucn remainder as does not exceed the balance 
of advances made pursuant to this section shall be transferred to the 
general fund of the Treasury and shall be credited against, and shall 
operate to reduce, such balance of advances. 
"DmxmoK or OOTUXOB 
"SEC. 1204. When used in this title, the term *Governor* includes the 
Commissioners of the District of Columbia." 
(b) (1) Ko amount shall be transferred on or after the date of the 
•nactment of this Act from the Federal unemployment account to the 
account of any State in the Unemployment Trust Fund pursuant to 
any application made under section 1201(a) of the Social Security 
Act as in effect before such date: except that, if— (A) tome but not all of an amount certified by the Secretary 
of Labor to the Secretary of the Treasury for transfer to the ac-
count of any State was transferred to such account before such 
date, and (B) the Governor of such State, after the date of the enact-
ment of this Act, requests the Secretary of the Treasury to transfer 
all or any part of the remainder to sucn account, 
the Secretary of the Treasury ahall, prior to audit or settlement by 
the General Accounting Office, transfer from the Federal unemploy-
ment account to the account of such State in the Unemployment Trust 
Fund the amount so requested or (if smaller) the amount available 
in the Federal unemployment account at the time of the transfer. Ko 
•uch amount shall be transferred under this paragraph after the one* 
year period beginning on the date of the enactment of this Act 
(2) For purpoees of section W02 (c) of the Federal Unemployment *•••• * t i 0 
Tax Act and titles IX and XII of the Social Security Act, if any
 f *"•• »- •
 f
 •• 
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amount Is transferred pursuant to paragraph (1) to tho unemploy-
ment account of any State, such amount ahull be treated as an ad-
vance made before the date of the enactment of this Act 
AMENDMENT* TO THE FEDUUL UK EMPLOYMENT TAX ACT 
Increase in Tax Bate 
SEC 523. (a) Section 8301 of the Internal Revenue Code of 1954 
(relating to rate of tax under Federal Unemployment Tax Act) is 
amended— 
(1) by striking out "1055" and inserting in lieu thereof "19Gr9 
ana 
(2) by striking out "8 percent" and inserting in lieu thereof 
"3.1 percent". 
Computation of Credits Against Tax 
(b) Section 8302 of such Code (relating to credits against tax) is 
amended by striking out subsection (c) and inserting in lieu thereof 
the following new subsections: 
"(c) LIMIT OX TOTAL CREDITS.— 
"(1) The total credits allowed to a taxpayer under this section 
shall not exceed 90 percent of the tax against which such credits 
are allowable. 
"(2) If an advance or advances have been made to the unem-
ployment account of a State under title XII of the Social Se-
curity Act before the date of the enactment of the Employment 
Security Act of I960, then the total credits (after applying sub-
sections (a) and (b) and paragraph (1) of this subsection) 
otherwise allowable under this section for the taxable year in the 
case of a taxpayer subject to the unemployment compensation 
law of such State shall be reduced— 
"(A) in the case of a taxable Tear beginning with the 
fourth consecutive January 1 as of the beginning of which 
there is a balance of such advances, by 5 percent of the tax 
imposed by section 3H01 with respect to tne wages paid by 
such taxpayer during such taxable year which are attrib-
utable to such State; and 
"(B) in the case of any succeeding taxable year beginning 
with a consecutive January 1 as of the beginning of which 
there is a balance of such advances, by an additional 5 per-
cent, for each such succeeding taxable year, of the tax im-
posed by section S301 with respect to the wages paid by such 
taxpayer during such taxable year which are attributable to 
such State. 
*(S) If an advance or advances have been made to the un-
employment account of a State under title XII of the Social 
Security Act on or after the date of the enactment of the Em-
ployment Security Act of 1900. then the total credits (after 
applying subsections (a) and (b) and paragraphs (1) and (2) 
of this subsection) otherwise allowable under this section for the 
taxable year in the ease of a taxpayer subject to the unemploy-
ment compensation law of such State shall be reduced— 
"(A) (i) in the case of a taxable year beginning with the 
•eoond consecutive January 1 as of the beginning of which 
there is a balance of such advances, by 10 percent of the 
tax imposed by section 8301 with respect to tne wages paid 
by such taxpayer during such taxable year which are at* 
tributable to such State; and 
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*(ii) in the can* of any succeeding taxable year beginning 
with a consecutive January 1 as of the beginning of whicn 
there it a balance of audi advances, by an additional 10 per* 
cent, for each such succeeding taxable year, of the tax im-
posed by section S301 with respect to the wages paid by 
such taxpayer during such taxable year which are attribu-
table to such State; 
"(D) in the case of a taxable year beginning with the third 
or fourth consecutive January 1 as of the beginning of which 
there is a balance of such advances, by the amount deter* 
mined by multiplying the wages paid by such taxpayer during 
such taxable year which are attributable to such Slate by the 
percentage (if any) by which— 
"(i) 2.7 percent, exceeds 
"(h) the average employer contribution rate for such 
State lor the calendar year preceding such taxable year; 
and 
44
 (C) in the case of a taxable year beginning with the fifth 
or any succeeding consecutive January 1 as of the beginning 
of winch there is a balance of such advances, by the amount 
determined by multiplying the wages paid by such taxpayer 
during such taxable year which are attributable to auch State 
by the percentage (if anv) by which— 
**(i) the 5-year benefit cost rate applicable to auch 
State for auch taxable year or (if higher) 2.7 per-
cent, exceeds 
**(ii) the average employer contribution rate for such 
State for the calendar year preceding such taxable year. 
"(d) DEFINITIONS AND SPECIAL Rnxs RELATINO TO SUBSECTION 
*(1) RATE or TAX DEEMED TO BE a FERCENT.—In applying sub-
section (c),the tax imposed by section 8301 shall be computed at 
the rate of 3 percent in lieu of 3.1 percent 
*(2) WAOES ATTRIBUTABLE TO A rAimcTLAB STATE.—For pur-
poses of subsection (c), wages shall be attributable to a particular' 
State if they are aubject to the unemployment compensation law 
of the State,or (if not subject to the unemployment compensation 
law of any State) if they are determined (under rules or regula-
tions prescribed vy the Secretary or his delegate) to be attribut-
able to such State. 
44(3) ADDITIONAL TAXES iKArrucABLE WHERE ADVANCE* ARE 
BErAin BEFORE NOVEMBER IO or TAXABLE TEAR.—Paragraph (2) or 
(3) of subsection (c) shall not apply with respect to any State for 
the taxable year if (as of the beginning of November *10 of such 
year! there is no balance of advances referred to in such para-
graph. 
"(4) Av»AOE EMrurrER ooKTRTBrnoN BATE.—For purposes of 
subparagraphs (B) and (C) of subsection (c)(3), the average 
employer contribution rate for anv State for any calendar year 
is that percentage obtained by dividing— 
"(A) the totsl of the contributions paid into the State 
unemployment fund with respect to such calendar year, by 
"(B) the totsl of the remuneration subject to contributions 
under the State unemployment compensation law with re-
spect to such calendar year. 
For purposes of subparagraph (C) of subsection (c)(8), if the 
average employer contribution rate for any State for any cal-
endar year (determined without regard to this sentence) equals 
or exoeeds S.7 percent, such rate aha!) be determined by incraae-
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!ng the amount taken into account under subparagraph (A) of 
the preceding sentence by the aggrcgute amount of employee pay-
ments (if any) into the unemployment fund of such State with 
respect to such calendar year which are to be used solely in the 
pnvment of unemployment compensation. 
*(5) 5-YEA* BENEFIT OOST KATE.—For purposes of subpart* 
graph (C) of subsection (c)(3), the 5-year benefit cost rate ap-
plicable to any State for any taxable year is that percentage 
obtained by dividing— 
* tA) one-fifth of the total of the compensation paid under 
the State unemployment compensation law during the 5-year 
period ending at the close 01 the second calendar year pre* 
ceding such toxable year,by 
%
U(U) the total of the remuneration subject to contribu-
tions under the State unemployment compensation law with 
respect to the first calendar year preceding such taxable year. 
"(6) TtorxDixc.—If any jpercentace referred to in either sub-
paragraph (B) or (C) of subsection (c) (3) is not a multiple of J 
percent, it shall be rounded to the nearest multiple of .1 percent. 
"(7) DETERMINATION AND CERTIFICATION or PERCENTAGES.—The 
percentage referred to in subsection (c)(3) (B) or (C) for any 
taxable year for any State having a balance referred to therein 
shall be determined by the Secret or}- of Labor, and shall be certi-
fied by him to the Secretary of the Treasury before June 1 of 
iuch year, on the basis of a report furnished by such State to the 
Secretary of Labor before May 1 of such year. Any such State 
report snail be made as of the close of March 81 o/ the taxable 
year, and shall be made on such forms, and shall contain such 
information, as the Secretary of Labor deems necessary to the 
performance of his duties under this taction. 
*(8) CROSS EITERENCE.— 
•Tor reduction of total credits allowable wider subjection (c), ote 
section 1S4 of the Temporary Uaemployment Conptaaatton Act of 1I5&." 
Effective Date 
(c) The amendments made by subsection (a) shall apply only with 
respect to the calendar year 19C1 and calendar years thereafter. 
OOKrDRMIXO AMEXDXEXTS 
SEC. 424. (a) Section 801 of the Social Security Act is amended to 
read as follows: 
"ArnontuTiows 
"SEC. SOI. The amounts made available pursuant to section 901(c) 
(1)(A) for the purpose of assisting the States in the administration 
of their unemployment compensation laws shall be used as hereinafter 
provided." 
(b) Section 104 of the Temporary Unemployment Compensation 
Act of 1958. as amended, is amended— 
(1) by striking out subsection (b): and 
(S) by amending subsection (a) by striking out the beading 
and *(a)"9 and by striking out "by December f * and inserting in 
lieu thereof "before November 10". 
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PAITT 8—KxTKKSlOX VT CoVTJtAOE UxDfcft UKEMrumfTXT 
CoXlITNSATlOX PftOGXAX 
ITDEJUL IKSTRVMCKTALmit 
as vac ssos. 
J*r#. 
*mt. p. SSS. 
Sec. 831. (a) Section 8305(b) of the Internal Revenue Code of 1»M 
is amended to rend as follows: 
*(b) FimiuL IxsTftrair.xTAUT!E* ix GENESAL.—The legislature of 
any State may require any instrumentality of the United States (other 
than an instrumentality to which section 8306(c)(f>) applies), and 
the individuals in its employ, to mnke contributions to an unemploy-
ment fund under a State unemployment compensation law approved 
by the Secretary of Lnbor under section 3304 and (except as provided 
in section 5240 of the Revised Statutes, as amended (12 U-fe.C, tec. 
4&4), and as modified by subsection (c)) f to comply otherwise with 
such law. The permission granted in this subsection shall apply (A) 
only to the extent thnt no discrimination is made against such instru-
mentality, so that if the rate of contribution is uniform unon all other 
persons subject to such law on account of having individuals in their 
employ, ana upon all employees of such persons, respectively, the con-
tributions required of such instrumentality or the individuals in its 
employ shall not be at a greater rate than is required of such other 
persons and such employees, and if the rates are determined sepa-
rately for different persons or classes of persons having individuals 
in their employ or for different classes of employees, the determination 
shall be based solely upon unemployment experience and other factors 
bearing a direct relation to unemployment risk; (B) only if such 
State law makes provision for the refund of any contributions re-
quired under such law from an instrument nlitv oi the United States 
or its employees for any year in the event such State is not certified by 
the Secretary of Labor under section 8304 with respect to such year: 
and (C) only if such State law makes provision for the payment of 
unemployment comnensation to any employee of any such instrumen-
tslity of the United States in the same amount, on the same terms, 
and subject to the same conditions as unemployment compensation is 
payable to employees of other employers under the State unemploy-
ment compensation law." 
(b) The third sentence of section 8305(g) of such Code is amended 
by striking out "not wholly* and inserting in lieu thereof "neither 
mhollv nor partially*. 
(c)'Section 8306(c) (6) of such Code is smended to read as follows: ** w c ***• 
*(6) service performed in the employ of the United States 
Government or of an instrumentality of the United States which 
i a -
"(A) wholly or partially owned by the United States, or 
"(B) exempt from the tax imposed by section 8301 by *"•.*. teo. 
Tirtue of any provision of law which specifically refers to 
such section (or the corresponding section of prior law) in 
granting such exemption;". 
(d)(1) Chapter 23 of such Code is amended by renumbering sec- * «[•* **>•• 
tion 8306 as section 8309 and by inserting after section 8307 the fol-
lowing new section: 
•SEC OH INSTRUMENTALITIES OP THE UNITED RATES. 
"Notwithstanding any other provision of law (whether enacted 
before or after the enactment of this section) which grants to any 
instrumentality of the United States an exemption from taxation, such 
instrumentality shall not be exempt from the tax imposed by section 
8301 unlets such other provision of Isw grants a specific exemption, 
by reference to section 8301 (or the corresponding section of prior 
law)
 v from the tax imposed by such section." 
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(2) The table of factions for auch chapter is amended by striking 
nt tlie last line and inserting in lieu thereof the following: out 
"Sec. S30R lent r urn tnUllUet of tbe failed States. 
"Str. &**>. Sbort Utlt." 
S«USCt*<*. 
(e) So much of the first aentence of section 1501 fa) of the Social 
41 vac IMI. Security Act as precedes pnrngraph (1) is amended by striking out 
"wholly** and inserting in lieu thereof "wholly or partially*. 
«* vac is*?. (fj Yhe first sentence of section 1507(a) of the Social Security Act 
is amended by striking out "wholly" and inserting in lieu thereof 
"wholly or partially*. 
w V i R i i i (p) Notwithstanding aection 203(b) of the Farm Credit Act of 
j i u» • »
 J 9 5 ^ ^ i o n g 3305(b)f 3300(c) (6), and 3308 of the Internal Revenue 
*•*, * at*. Code of 1054 and sections 1501 (a) and 1507(a) of the Social Security 
Act slmll be applicable, according to their terms, to the Federal land 
banks, Federal intermediate credit banks, and banks for cooperatives. 
AMOUCAX AXBOATT 
Sec. 532. (a) So much of section 3306(c) of the Internal Revenue 
Code of 1054 as precedes paragraph (1) thereof is amended by striking 
out "or (D) on or in connection with an American vessel*' and all that 
follows down through the phrase "outside the United States," and by 
inserting in lieu thereof the following: "or (B) on or in connection 
with an American vessel or American aircraft under a contract of 
service which is entered into within the United States or during the 
performance of which and while the employee is employed on the 
vessel or aircraft it touches at a port in the United States, if the am* 
ployee is employed on and in connection with such vessel or aircraft 
when outside the United States,". 
(b) Section 3300(c) (4) of such Code is amended to read as follows: 
"(4) service performed on or in connection with s vessel or 
aircraft not an American vessel or American aircraft, if the 
employee is employed on and in connection with such vessel or 
aircraft when outside the United States;". 
(c) Section 3300 (m) of such Code is amended— 
(1) by striking out the heading and inserting in lieu thereof 
the following: 
"(m) AI«JUCANVI»IXAKDAI*C*ATT.—w;end 
(2) by striking out the period at the end thereof and inserting 
in lieu thereof a semicolon snd the following: "and the term 
'American aircraft' means an aircraft registered under the laws 
of the United States." 
rant* oMAKUATioxs, rrc 
Sec. 583. Section 3300(c) (8) of the Internal Revenue Code of 1954 
U amended to read as follows: 
"(8) service performed in the employ of s religious, charitable, 
•ducationsl, or other organisation described in section 501(c) (3) 
which is exempt from income tax under section 601 (a) ;". 
VBATEaXAL KKEflCUST SOCXETZZS, AO*JCULTU*AL OMAKttATIOKS, VCfc-
CXTAIT EMFU>TUS' UHEJIOABT ASSOCIATIONS, ETC. 
6EC. 684. Section 8306(c) (10) of the Interna] Revenue Coda of 
19M is smended to read as follows: 
"(10)(A) service performed in any calender quarter in tbe 
employ of any organisation aiempt from income tai under sec* 
tion 801(a) (other than an organisation described in section 
st use sot. 
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101 (a)) or under auction 521, if the remuneration for auch aervioa * W i C • • M I L 
ia less than $60, or 
u
 (B) ten ice performed in the employ of a school, college, or 
university, if auch eervice is performed by a student who ia en-
rolled and is regularly attending classes at audi school, college, or 
university;". 
rrncnvx BATS 
SEC. 535. The amendments made by this part (other than the amend-
ments made by subsections (e) and (f) of section 531) shall apply with 
respect to remuneration paid after 1901 for services performed after 
1001. The amendments made by subsections (e) and (f) of section 531 
ahill apply with respect to any week of unemployment which begins 
after December 31,1 W0. 
P A R 4—EnxxsJOK or FEDE*AL-STATT UKEXPLOTXZXT Coxrzxaa-
TION PaocEAM To Puurro Rioo 
xnxKaiox or rrnxs m, a , AKP xn or THE SOCIAL azcuinrACT 
SEC. Ml. Effective on and after January l t 1961, paragraphs (1) and (2) of section 1101 (a) of the Social Security Act are amended to read •* U9C 1K"* 
as follows: 
"(1) The term 'State', except where otherwise provided, in-
cludes the District of Columbia and the Commonwealth of Puerto 
Kico, and when used in titles I, IV, Vf VII, X f and XIV includes frusc'joiTioi 
the Virgin Islands and Guam. ?oi. to2. 1201.' 
"(2) The term 'United States' when used in a geographical aense m i -
means, except where otherwise provided, the States, the District of 
Columbia, and the Commonwealth of Puerto Rioo." 
rXDEXAL EMPLOYEES AKD EX-SEJtVICElCZX 
SEC. 542. (a) (1) Effective with respect to weeks of unemployment 
beginning after December 81, 1&65, aection 1503(b) of auch Act ia « « »*•* 
amended by striking out "Puerto Rico or*. 
(2) Effective with respect to first claims filed after December SI, 
1965, paragraph (3) of aection 15W of auch Act is amended by itrik- •* w c **•«• 
ing out "Puerto Rico or* wherever appearing therein. (b) (1) Effective on and after January 1,19C1 (but only in the case 
of weeks of unemployment beginning before Januaiy lf 1966)— (A) Section 1502(b) of such Act is amended by atriking out •* vac ma. 
"(b) Any" and inserting in lieu thereof "(b) (1) Except as pro-
vided in paragraph (2), any*, and by adding at the and thereof 
the folio*ing new paragraph: 
"(2) In the case of the Commonwealth of Puerto Rico, the agree* 
ment ahall provide that compensation will be paid by the Common-
wealth of Puerto Rico to any Federal employee whose Federal eerrioe 
and Federal wages are assigned under aection 1501 to auch Common* 
wealth, with respect to unemployment after December 81, I960 (but 
onlv in the case of weeks of unemployment beginning before January 
1,19CC), in the aame amount, on the same terms, and subject to the 
same conditions as the compensation which would be payable to such 
•mplovee under the unemployment compensation law of the District 
of Columbia if such employee's Federal service and Federal wages 
had been included aa employment and wages under such law, except 
that if such employee, without regard to his Federal service and Fed-
eral wages, has employment or wages sufficient to qualify for any com-
pensation during the benefit year under such law, then payments of 
•ompenaation under this subsection shall be made only on the basis 
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A*: ». est. 
of bis Federal service and Federal wages. In applying this para* 
graph or subsection (b) of section 1503, as the case mny « , employ-
ment and wajjrs under the unemployment compensation law of tne 
Commonwealth of Puerto Rico aha)] not be combined with Federal 
an vice or Federal wages." 
(B) Section 1503(a) of audi Act is amended by adding at the 
end thereof the following: "For the purposes of this subsection, 
the term 'State' does not include the Commonwealth of Puerto 
Rico." JC) Section 1503(b) of such Act is amended by adding at the thereof the following: "This subsection shall apply in respect 
of the Commonwealth of Puerto Rico only if such Common-
wealth does not have an agreement under this title with the 
Secretary.* 
(2) Effective on and after Janunry 1,19C1 (but only in the case 
of first claims filed before January 1,1D6G), section 1504 of such Act 
is amended by addinc after and l*low paragraph (3) the following: 
"For the purposes of paragraph (2), the term 'United States* does 
not include the Commonwealth of Puerto Rico." 
(c) Effect ive on and after Janunry 1,1961— 
(1) section 1503(d) of such Act is amended by striking out 
"Puerto Rico and]\ and by striking out "agencies* each place it 
appears and inserting in lieu thereof uagencyM; and 
as use sari (2) aection 1511(e) of such Act is amended by striking out 
"Puerto Rico or". 
sm: p. »M. ( ^ The j ^ ientence of aection 1501(a) of such Act is amended 
to read as follows: 
"For the purpose of paragraph (5) of this subsection, the term 
•United States when used in the geographical sense means the States, 
the District of Columbia, the Commonwealth of Puerto Rico, and 
the Virgin Islands." 
CTTXSIOX Or FTMXVL rKCMFLOTMrKT TAX ACT 
Sec. 543. (a) Effective with respect to remuneration paid after 
December 81, 1900, for services performed after such date, aection 
as use am. J306(j) of the Internal Revenue Code of 1954 is amended to read as 
follows: 
*(j) STATE, UXTTED STATES, AWO Crratx.—For purposes of this 
chapter— 
"(1) STATE.—The term •State' includes the District of Colum-
bia and the Commonwealth of Puerto Rico. 
"(2) UKITED STATES—The term fUnited States' when used in 
a geographical sense includes the States, the District of Columbia, 
and the Commonwealth of Puerto Rico. 
An individual who is a citizen of the Commonwealth of Puerto Rico 
(but not otherwise a citizen of the United States) shall be considered 
for purposes of this section, as a citizen of the United States." 
(b) The unemployment compensation law of the Commonwealth of 
Puerto Rico shall be considered as meeting the requirements of— 
(1) Section 8304(a)(2) of tho Federal Unemployment Tax 
Act, if such law provides that no compensation is payable with 
respect to any day of unemployment occurring before January 1, 
1959. 
(2) Section 1804(a)(8) of the Federal Unemployment Tax 
Act and section 803(a)(4) of the Social Security Act, if such 
law eontains the provisions required by those sections and if it 
requires that, on or before February 1,1961, there be paid orer to 
the Secretary of the Treasury, for credit to the Puerto Rioo 
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account in the Unemployment Trust Fund, an amount equal to 
the excess of— 
(A) the aggregate of the moneys received in the Puerto 
Rico unemployment fund before January 1,1961, over 
(B) the aggregate of the moneys paid from such fund 
before January 1, 1DG1, as unemployment compensation or 
as refunds of contributions erroneously paid. 
(c) Effective on and after January 1,1061, sect ion 5(b) of the Act of 
June 6, 1933, as amended (29 U.S.C., aec 49d(b))t is amended by 
striking out "Puerto Rico. Guam,* and inserting in lieu thereof 
"Guam", * 
TITLE VI-MEDICAL SERVICES FOR THE AGED 
AMENDMLXT* TO TTTLL 1 OF Ti l l SOCIAL ttCTOTT ACT 
SEC 601. (a) The heading of title I of the Social Security Act is 
amended to read as follows: 
"TITLE I-GRAXTS TO STATES FOR OLD-AGE ASSIST-
ANCE AND MEDICAL ASSISTANCE FOR THE AGED" 
(b) Sections 1 and 2 of such Act are amended to read as follows: 
"AmorauTiox 
"SECTION 1. For the purpose (a) of enabling each State as far as 
practicable under the conditions in such State, to furnish financial as-
sistance to aged needy individuals and of encouraging each State, as 
far as practicable under such conditions, to help such individuals 
attain eelf-care, and (b) of enabling each State, as far as practicable 
under the conditions in such State, to furnish medical assistance on 
behalf of aged individuals who are not recipients of old-age assistance 
but whose income and resources are insufficient to meet the costs of 
necessary medical services, there is hereby authorised to be appro-
priated for each fiscal year a sum sufficient to carry out the purposes 
of this title. The sums made available under this section shall be used 
for making payments to States which have submitted, and had ap-
proved by the Secretary of Health. Education, and Welfare (herein-
after referred to as the 'Secretary ), State plans for old-age assist-
ance, or for medical assistance for the aged, or for old-age assistance 
and medical assistance for the aged 
"STATt OLD-AOt AXD UZBIGAL ASSISTANCE FUUfS 
*SEC. 2. (a) A State plan for old-age assistance, or for medical 
assistance for the aged, or for old-age assists nee and medical assistance 
for the aged must— 
# "(1) provide that it ahall be in effect in all political subdm-
eions of the State, and, if administered by them, be mandatory 
•ponthem; 
"(2) provide for financial participation by the State; 
"(3) either provide for the establishment or designation of a 
aingle State agency to administer the plan, or provide for the 
establishment or designation of a aingle State agency to supervise 
the administration of the plan; 
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*(4) provide for granting an opportunity for a fair hearing 
before tfie State agency to any individual whose claim for assist-
•nee under the plan is denied or is not acted upon with reasonable 
promptness; 
"(5) provide such methods of administration (including meth-
ods relating to the establishment and maintenance of nervonnel 
standards on a merit basis, excent that the Secretary shall exercise 
no authority with res]>ert to tJie selection, tenure of office, and 
com|*n*ntion of any individual employed in accordance with such 
methods) as are found by the Secretary to be necessary for the 
proper and efficient operat ion of the plan; 
*(G) provide that the State agency will make such reports, in 
such form snd containing such information, as the Secretary may 
from time to time require, and comply with such provisions as 
the Secretary may from time to time find necessary to assure the 
correct ness and verificat ion of such reports; 
**(7) provide safeguards which restrict the use or disclosure of 
information concerning applicants and recipients to purposes 
directly connected with the administration of the State plan; 
**(8) provide that all individuals wishing to make application 
for assistance under the plan filial] have opportunity to do so, 
and that such assistance shall be furnished with reasonable 
promptness to all eligible individuals; 
"(9) provide, if the plan includes assistance for or on behalf of 
individuals in private or public institutions, for the establishment 
or designation of a State authority or authorities which shall be 
responsible for establishing and maintaining standards for such 
institutions; 
•*(10) if the Stste plan includes old-age assistance— 
"(A) provide that the State agency shall, in determining 
need for such assistance, take into consideration any other 
income and resources of an individual claiming old-age 
assistance; 
"(B) include reasonable standards, consistent with the ob-
jectives of this title, for determining eligibility for and the 
ax tent of such assistance; and 
"(C) provide a description of the services (if any) which 
the State agency makes available to applicants for and re-
cipients of such assistance to help them attain self-care, in-
cluding a description of the steps taken to assure, in the 
provision of such services, maximum utilization of other 
agencies providing similar or related services; and 
(11) if the Stste plsn includes medical assistance for the 
"(A) provide for inclusion of some institutional and some 
noninstitutional care and services; 
*(B) provide that no enrollment fee, premium, or similar 
charge will be imposed as a condition of any individual's 
eligibility for medical assistance for the aged under the plsn; 
(C) provide for inclusion, to the extent required by regu-
lations prescribed by the Secretary, of provisions (conform-
ing to auch regulations) with respect to the furnishing of 
such assistance to individuals who are residents of the Mate 
bat art absent therefrom; 
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"(D) include reasonable standards, consistent with the ob* 
jectives of this title, for determining eligibility for and the 
extent of such assistance; and 
"(E) provide that no lien may be imposed against the 
proi>erty of any individual prior to his death on account of 
medical assistance for the aged paid or to be paid on his 
behalf under the plan (except pursuant to the judgment of a 
court on account of benefits incorrectly paid on behalf of 
such individual)9 and that there shall be no adjustment or 
recovery (except, after the death of such individual and his 
surviving spouse, if any, from such individual's estate) of 
any medical assistance for the aged correctly paid on behalf 
of such individual under the plan. 
"(b) The Secretary shall approve any plan which fulfills the con-
ditions specified in subsection (a), except that he shall not approve 
any plan which imposes, as a condition of eligibility for assistance 
under the plan— 
"(1) an age requirement of more than sixty-fiTe years; or 
u(2) any residence requirement which (A) in the case of 
applicants for old-ape assistance, excludes any resident of the 
State who has resided therein five years during the nine years 
immediately preceding the application for old-age assistance and 
has resided therein continuously for one year immediately preced-
ing the application, and (B) in the case of applicants for medical 
assistance for the aged, excludes any individual who resides in 
the State; or 
**(S) any citiaenship requirement which excludes any citiren 
of the United States. 
"(c) Nothing in this title shall be construed to permit a State to 
have in effect with respect to any period more than one State plan 
approved under this title.* 
(c) Section 8(a) of such Act is amended to read as follows: 
**Sr.c. 8. (a) From the sums appropriated therefor, the Secretary of 
the Treasury shall pay to each State which has a plan approved under 
this title, for each quarter, beginning with the quarter commencing 
October 1,1960— 
"(1) in the case of any State other than Puerto Rico, the Virgin 
Islands, and Guam, an amount equal to the sum of the following 
proportions of the total amounts expended during such quarter 
as ojd-ape assistance under the State plon (including expenditures 
for insurance premiums for medical or any other type of remedial 
care or the cost thereof )— 
"(A) four-fifths of such expenditures, not counting; to 
much of any expenditure witn respect to any month as 
exceeds the product of $30 multiplied by the total number 
of recipients of old-age assistance for such month (which 
total number, for purposes of this subsection, means (i) the 
number of individuals who received old-age assistance in the 
form of money payments for such month, plus (ii) the num-
ber of other individuals with respect to whom expenditures 
were made in such month as old-age assistance in the form 
of medical or any other type of remedial care); plus 
"(B) tbe Federal percent are (as defined in lection 1101 (a) 
(8)) of the amount by which such expenditures exceed the 
maximum which may be counted under clause (A),not count* 
ing so much of any expenditure with respect to any month as 
exceeds the product of $65 multiplied by the total number of 
•ucb racipienti of old-age assistant for such month; plus 
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"(C) the larger of Uie following: (i) the Federal medical 
percentage (as .defined in section 6(c)) of the amount by 
which such expenditures exceed the maximum which may M 
counted under clause ())), not counting so much of any 
expenditure with respect to any month as exceeds (I) the 
product of $77 multiplied by the total number of such 
recipients of old-age assistance for such month, or (II) if 
smaller, the total expended as old-age assistance in the form 
of medical or any other type of remedial care with respect to 
such month plus the product of $C5 multiplied by sucn total 
number of such recipients, or (ii) 15 per centum of the total 
of the sums expended during such quarter as old-age assist-
ance under the State plan in the form of medico] or any other 
type of remedial care, not counting so much of any expendi-
ture with respect to any month as exceeds the product of $12 
multiplied by the total number of such recipients of old-age 
assistance for such month; and 
"(2) in the case of Puerto Rico, the Virgin Islands, and 
Guam, an amount eoual to— 
"(A) one-half of the total of the sums expended during 
such Quarter as old-age assistance under the State plan 
(including expenditures for insurance premiums for medical 
or any other type of remedial care or the cost thereof), not 
counting so much of any expenditure with respect to any 
month as exceeds $35 multiplied by the total number of 
recipients of old-age assistance for such month; plus 
"(B) the larger of the following amounts: (i) one-half 
of tne amount by which such expenditures exceed the maxi-
mum which may be counted under clause (A), not counting 
so much of any expenditure with respect to any month as 
exceeds (I) the product of $41 multiplied by the total num-
ber of such recipients of old-age assistance for sucli month, 
or (II) if smaller, the total expended as old-age assistance 
in the form of medical or any other tvpe of remedial care 
with respect to such month plus the product of $35 multiplied 
by the total number of such recipients, or (ii) 15 per centum 
oi the total of the sums expended during such quarter as 
old-age assistance under the State plan in the form of medi-
cal or any other type of remedial care, not counting so much 
of any expenditure with respect to any month as exceeds 
the product of $C multiplied by the total number of such 
recipients of old-age assistance for such month; and 
"(8) in the case of any State, an amount eoual to the Federal 
medical percent are (as defined in section 6(c)) of the total 
amounts expended during such quarter as medical assistance for 
the aged under the State plan (including expenditures for insur-
ance premiums for medical or any other type of remedial care or 
the cost thereof); and 
"(4) in the case of any State, an amount equal to one-half of 
the total of the sums expended during such quarter as found neces-
sary by the Secretary of Health, Education, and Welfare for the 
proper and efficient administration of the State plan, including 
•errices which are provided by the staff of the State agency (or 
of the local agency administering the State plan in the political 
.subdivision) to applicants for ana recipients of old-age assistance 
to help them attain self-care.91 
(d) Section 8(b) (2) (B) of such Act is amended by striking rat 
"old-age assistance* and inserting in lieu thereof "assistance". 
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(e) Section 4 of such Act is amended by striking out "State plan for 
old-age assistance which hns been approved" and inserting in lira 
thcrwf "State plan which has been approved under this title**. 
(f) (1) Section 6 of such Acl is amended by striking out "but does 
not include" and all that follows and inserting in lieu thereof "but 
does not include— 
"(1) any such payments to or care in behalf of any individual 
who is an inmate of a public institution (except as a patient in a 
medical institution) or any individual who is a patient in an 
institution for tuberculosis or mental diseases, or 
"(2) any such payments to any individual who has been diag-
nosed as having tuberculosis or psychosis and is a patient in a 
medical institution as a result thereof,or 
"(3) any such core in behalf of any individual, who is a pa-
tient in a medical institution as a result of a diagnosis that he 
has tuberculosis or psychosis, with respect to any period after 
the individual has been a patient in such an institution, as a result 
of 6uch diagnosis, for f orty-two da}*." 
(2) Section 6 is further amended by inserting "(a)* immediately 
after "SEC. 6." and by adding after such section 6 the following new 
subsections: 
"(b) For purposes of this title, the term hnedical assistance for 
the aged* means payment of part or all of the cost of the following 
care and services for individuals sixty-five years of age or older who 
are not recipients of old-age assistance but whose income and re-
sources are insufficient to meet all of such cost— 
"(1) inpatient hospital services; 
"(2) skilled nursing-home services; 
"(3) physicians'services; 
"(4) outpatient hospital or clinic services; 
"(5) home health care services; 
"(6) private duty nursing services; 
"(7) physical therapy and related serrioes; 
"(8) dental services: 
"(9) laboratory and X-ray services; 
"(10) prescribed drugs, eyeglasses! dentures, and prosthetic 
devices; 
"(11) diagnost ic, screening, and pre vent i ve services; and 
"(12) any other medical care or remedial care recognized un-
der State law; 
except that such term does not include any such payments with re-
ppect to— 
"(A) care or services for any individual who is an inmate of a 
public institution (except as s patient in a medical institution) or 
any individual who is a patient in an institution for tuberculosis 
or mentsl diseases; or 
"(B) care or services for any individual, who is a patient in a 
medical institution as a result of a diagnosis of tuberculosis or 
Echosis, with respect to any period after the individual has n a patient in such an institution, as a result of such diagnosis, 
for forty-two dsys. 
* (c) For purposes of this title, the term Tederel medical percent* 
age1 for any State shall be 100 per centum less the State percentage; 
and the Bute percentage ahall be that percentage which bears the 
same ratio to 60 per centum as the square of the per capita income of 
mch State bears to the square of the per capita income of the con-
tinental United States (including Alaska) and Hawaii; except that 
(i) the Federal medical percentage ahall in no case be less than 60 per 
cant urn or more than 80 per centum, and (ii) the Federal medical per-
•M PUBLIC LAW 16-m-aEPT. lSt I960 [T4 STAT. 
rentage for Puerto Rico, the Virgin Islands, and Guam shall be BO 
Ser centum. The Federal medical percentage for anj State lhall be ^ ^ etermined and promulgated in accordance * if h the provisions of tub* 
*•*•* paragraph ( B ) of acction 1101(a) (8) (other than the proviso at 
the end thereof ) ; except that the Secretary shall, as soon as possible 
after tnsctment of the Social Security Amendments of 10C0. deter-
mine snd Dromulgate the Federal medical Percentage for each Stat*— 
u(l) for the period beginning Octooer 1,1900, and ending with 
the close of June 80, 19G1, which promulgation shall bo based 
on the same data with respect to per capita income as the data 
used by the Secretary in promulgating the Federal percentage 
(under section 1 1 0 1 ( a ) ( 8 ) ) for such State for the fiscal year end-
ing June SO. 19C1 (which promulgation of the Federal medical 
percentage shall be conclusive for such period) , and 
* ( 2 ) lor the period beginning July 1, 1961, and ending with 
the close of June 30 ,1903 , which promulgation shall be based on 
the same data with respect to per capita income as the data used 
by the Secretary in promulgating the Federal percentage (under 
•ection 1101(a) ( 8 ) ) for such State for such period (which pro-
mulgation or the Federal medical peroentage shall be conclusive 
for such period),99 
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as ©ec is**. g T C ^02. Section 1108 of the Social Security Act is amended by— 
(1) striking out "$8,500,000" and inserting in lieu thereof 
"$9,000,000, of * h i c h $500,000 may be used only for payments 
certified with respect to section 3 ( a ) (2) ( B ) 9 9 ; 
(2) striking out 4,$3O0,OO0M and inserting in lieu thereof **$315,-
000, of which $15,000 may be used only for payments certified in 
respect to section 3(a) (2) (B)99; 
(3) striking out HiOOfiOOr and inserting in lieu thereof u$420,-
000, of which $20,000 may be used only for payments certified in 
respect to section 3(a) (2) (B)99: and 
(4) striking out "titles I, IV, X, and XIV99, and inserting in 
lieu thereof titles I (other than section 8(a) (3) thereof).IV, 
X, and XIV99. 
TECHNICAL aamroioarr 
SEC. $03. (a) Section 618 of the Revenue Act of 1951 (65 Stat 669) 
is amended by striking out utiUe I" and inserting in lieu thereof "title 
1 (other than section 8(a) (3) thereof)99. 
(b)The amendment made by subsection (a) shall take effect Octo-
ber 1,1960. 
EFficiita SATES 
Sac. 604. The amendments made by section 601 of this Act shall take 
effect October 1,1960, and the amendments made bv section 602 shall 
be effective with respect to fiscal years ending after 1960. 
TITLE Vn-IDSCELLANEOUS 
ixnjiMxxT or nvwt raw us 
"' ' Sic. T01. (a) Section S01 (c) of the Social Security Act b amended 
• * -
 £
 - - * " - - ' entancetThe 
once each aix 
Am: p. est. 
b7 inserting the third sentence the following new s tence: T
Board of t rus tees shall meet not less frequently than  
months." 
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(b) Section 201 (c) (S) of such Act ia amended to read as followa: 
UVS) Report immediately to the Congress whenever the Board 
of Trustees ia of the opinion that the amount of either of the 
Trust Funds if unduly small ;"• 
(c) Section 201(c) of such Act is further amended by striking oat 
the period at the end of paragraph (4) and inserting in lieu thereof 
u; and", and by inserting after paragraph (4) the following new 
paragraph: 
"(5) Review the general policies followed in managing the 
Trust Funds, and recommend changes in such policies, including 
necessary chances in the provisions of the law which govern the 
way in which the Trust Funds are to be managed.** 
(d) Section 201 (d) of such Act is amended to read as followa: «* %MC «°l-
*(d) It ahall be the duty of the Managing Trustee to invest auch 
portion of the Trust Funds as is not, in his judgment, reouired to meet 
current withdrawals. Such investments may be mnde only in interest-
bearing obligations of the United States or in obligations guaranteed 
as to both principal and interest by the United States; For such pur-
pose such oblirat ions may be acquired (1) on original issue at the issue 
price, or (2) by purchase of outstanding obligations at the market 
Erice. The purposes for which obligations of the United States may * issued under the Second Liberty Bond Act, as amended, are hereby J° •*•*• *••• 
extended to authorize the issuance at par of public-debt obligation 
for purchase by the Trust Funds. Such obligations issued for pur-
chase by the Trust Funds shall have maturities fixed with due regard 
for the needs of the Trust Funds and shall bear interest at a rate equal 
to the average market yield (computed by the Managing Trustee on 
the basis of market Quotations as of the end of the calendar month 
next preceding the aate of such issue) on all marketable interest-
bearing obligations of the United States then forming a part of the 
f>ublic debt which are not due or callable until after the expiration of 
our years from the end of such calendar month; except that where 
auch average market yield is not a multiple of one-eirhth of 1 per 
centum, the rate of interest of such obligations shall be the multiple of 
one-eighth of 1 per oentum nearest auch market yield. The Manag-
ing Trustee may purchase other interest-bearing obligations of the 
United States or obligations guaranteed as to both principal and in* 
terest by the United States, on original issue or at the market price, 
only where he determines that the purchase of auch other obligations 
is in the prblic interest." 
(e) Section 201 (e) of auch Act is amended by atriking out "special ° UiC mu 
obligations" each place it appears and inserting in lieu thereof 
"public-debt obligations". 
(f) The amendments made by this section ahall take affect on the 
first day of the first month beginning after the date of the enactment 
of this Act 
ecinvAL or ACTIO*a 
Stc. T02. (a) Sect ion 205 (r) of the Social Security Act ia amended «* use ees. 
by adding at the end thereof the following new aentence: "Any action 
instituted in accordance with this subsection shall survive notwith-
standing any change in the person occupying the offioe of Secretary 
or any vacancy in such office. 
(b) The amendment made by subsection (a) ahall apply to actions 
which are pending in court on the date of the enactment of this Act 
or art commenced after auch date. 
«2M04)-t» 
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PCIUODft OF LIMITATION END1N0 OK XOXWOXK IUT1 
*««.»» eta. gee. 703. Section 216 of the Socio] Security Act if amended by 
adding it the end thereof the following new subjection: 
"Periods of Limitation Ending on Konwork Days 
"(j) Where this title, any provision of another law of the United 
States (other than the Internal Revenue Code of 1054) relating to 
or changing the effect of this title, or any regulation issued by the 
Secretary pursuant thereto provides for a period within which an 
act is required to be done which affects eligibility for or the amount 
of any benefit or pnyment under this title or is necessary to establish 
or protect any rights under this title, and such period ends on a 
Saturday! Sunday, or legal holiday, or on any other day all or part 
of which is declared to be a nonwork day for Federal employees 
by statute or Executive order, then such act shall be considered as 
done within such period if it is done on the first day thereafter which 
is not a Saturday, Sunday, or legal holiday or any other day all or 
1>art of which is declared to be a nonwork day for Federal employees >y statute or Executive order. For purposes of this subsection, the 
day on which a period ends shall include the day on which an ex-
tension of such period, as authorized by law or by the Secretary 
pursuant to law, ends. The provisions of this subsection shall not 
fztend the period during which benefits under this title may (pur-
suant to aection 202(j)(l) or 223(b)) be naid for months prior to 
the day application for such benefits is filed, or during which an 
application for benefits under this title may (pursuant to aection 
202(j) (2) or 223(b)) be accepted as such." 
ADUSOST COUNCIL ON SOCIAL SECUUTT FINAfcClNO 
a* mc set*.
 S E C 7 W ^ Section 116(e) of the Social Security Amendments 
of 1056 is amended to read as follows: 
"(e) During 1963, 1066. and every fifth year thereafter, the Sec-
retary shall appoint an Aavisory Council on Social Security Financ-
ing, with the same functions, and constituted in the aame manner, 
as prescribed in the preceding subsections of this aection. Each 
sucn Council shall repoil its findings and recommendations, as pre-
scribed in subsection (d), not later than January 1 of the second 
year after the year in which it is appointed, after which date such 
Council shall cease to exist, and aucn report and recommendations 
shall be included in the annual report of the Board of Trustees 
to be submitted to the Congress not later than the March 1 following 
such January 1." 
(b) Section 116 of the Social Security Amendments of 1956 is 
further amended by adding at the tnd thereof the following new 
subsection: 
"(f) The Advisory Council appointed under subsection (e) during 
1963 shall, in sddition to the otiier findings snd recommendations it 
is required to make, include in its report its findings snd recommenda-
tions with respect to extensions of the coverage of the old-age, sur-
vivors, snd disability insurance program, the adequacy of benefits 
mnder the program, and sll other aspects of the program.* 
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JiEMCAL C%1£ GtlDES AKD ECTOIITS FT* TOBUC ASSIST A KGE AXD MEDICAL 
ASSISTANCE r o a TUE AOED 
SEC. 705. Title XI of the Social Security Act is amended by adding
 u\\. « « • » • • • 
at the end thereof the following new section: 
"MEDICAL CA1E OU1DES AKD IXrOKTS FOS FUBUC ASSISTANCE AKD MEDICAL 
ASSISTANCE POa TUX AOED 
"SEC. 1112. In order to assist the States to extend the scope and 
content, and improve the quality, of medical care and medical services 
for which payments are made to or on behalf of needy and low-income 
individuals under this Act and in order to promote better public 
understanding about medical care and medical assistance for needy 
and low-income individual the Secretary shall develop and revise 
from time to time guides or recommended standards as to the level, 
content, and quality of medical care and medical services for the use 
of the Ststes in evaluating and improving their public assistance 
medical care programs and their programs of medical assistance for 
the ared; shall secure periodic reports from the States on items in* 
eluded in, and the quantity of. medical care and medical services for 
which expenditures under such programs are made; and shall from 
time to time publish data secured from these reports and other in-
formation necessary to carry out the purposes of this section." 
TEMFOftAlY EXTEKSIOK OT CEXTAIK SPECIAL »OVXSIOXS KLLAT1KO TO 
STATE FLANS FOB AID TO TUX BLIND 
SEC 706. Section 844(b) of the Social Security Act Amendments J};, 
of 1050 is amended by striking out "June 80,1961" and inserting in 
lieu thereof "June 80,1904". 
42 USC ISO** 
MATEXXAL AKD CHILD WXLFAXX 
SEC. 707. (a)(1)(A) Section 501 of the Social Security Act ia «***c»*-
amended by striking out "for each fiscal year beginning after June 80, 
1058. the sum of $21T500,000,, and inserting in lieu thereof "for each 
fiscal year beginning after June 30,19G0, the sum of $25,000,000*. 
(B) Section 502(a) (2) of such Act is amended bv striking out "for •* *** m -
each fiscal year beginning after June 30, 1958, tne Secretary ahall 
allot $10,750,000 as follows: He shall allot to each Stat* $00,000 (even 
though the amount appropriated for auch year is less than $21,500,-
000), and shall allot each State auch part of the remainder of the 
$10,750,000" and inserting in lieu thereof "for each fiscal year begin-
ning after June 80, 19G0, the Secretsry shall allot $12,500,000 as fol-
lows: He shall allot to each Stnte $70,000 (even though the amount 
appropriated for auch vear is less than $25,000,000), and ahall allot 
each State such part of the remainder of the $12,500,000". 
(C) Tiie first sentence of section 502(b) of auch Act ia amended 
by striking out "for each fiscal year beginning after June 80, 1958. 
the sum of $10,750,000" and inserting in lieu thereof "for each fiscal 
year beginning after June 80,19C0, the sum of $12,500,000*. 
(2) (A) Section 511 of auch Act is amended by striking out "for each *» « c TIL 
fiscal year beginning after June 80, 1958, the sum of $20,000,000** 
And inserting in lieu thereof "for each fiscal year beginning after 
June 80f I960, the turn of $25,000,000n. 
savacttt. 
esvec m 
mmcn*. 
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«t use tis. (Bj Section 512(a)(2) of such Act is smended bv striking out 
"for ench fiscal year beginning after June 30,1958, the Secretary shall 
allot $10,000,000 as follows: He fhnll allot to each State $00,000 (even 
though the amount appropriated for such year is less than $20,000,000) 
and shall allot the remainder of the $10,000,000" and inserting in lieu 
thereof "for each fiscal vear beginning after June 30,1000, the Secre-
tary shall allot $12,500*000 as follows: He shall allot to each State 
$70,000 (even though the amount appropriated for such yesr is less 
than $2^000/X>0) and shall allot the remainder of the $12,500,000*. 
(C) The nrst sentence of section 512(b) of such Act is amended 
bv striking out "for each fiscal year beginning after June 80, 1958. 
the sum of $10,000,000" and inserting in lieu thereof "for each fiscal 
year beginning after June 80,1060, the sum of $12,500,000". 
tac 
year, beginning with the fiscal year ending June 80,1961. the sum 
of $25,000,000'*. 
41 use ?aa. (jjj Section 522(e) such Act is smended bv striking out "such por-
tion of $00,000" and inserting in lieu thereof "$50,000 or, if greater, 
such portion of $70,000". 
*a use m . (b ) (i) (A)# The second sentence of section 502(b) of such Act is 
amended by inserting "from time to time" after "shall be allotted", 
and by inserting before the period at the end thereof the following: 
"; eicept that not more than 25 per centum of such sums shall be avail-
able for grants to State health agencies (administering or supervising 
the administration of a State plan approved under section 503), ana 
to public or other nonprofit institutions of higher learning (situated 
in any State), for special projects of regional or national significance 
which may contribute to the advancement of maternal and child 
health". 
(B) Section 501(c) of such Act is amended by adding at the end 
thereof the following new eentence: "Payments of grants for special 
projects under eection 502(b) may be made in advance or by way of 
reimbursement, and in such installments, as the Secretary may de-
termine; and ahall be made on such conditions as the Secretary finds 
necessary to carry out the purposes of the grants." 
*"• (2) (A) The second sentence of tectum 512(b) of such Act is 
amended by inserting "from time to time* after "ahall be allotted", 
and by inserting before the period at the end thereof the following: 
"; except that not more than 25 per centum of such sums shall Be 
available for grsnts to Stste agencies (administering or supervising 
the administration of a State plan approved under section 513), and 
to public or other nonprofit institutions of higher learning (situated 
in anv State), for special projects of regional or national significance 
which may contribute to the advancement of services for crippled 
children". 
(B) Section 514(c) of such Act is amended by adding at the and 
thereof the following new sentence: "Payments of grants for special 
projects under section 512(b) mav be made in advance or by way of 
reimbursement, and in such installments, ss the Secretary may deter* 
mine; and ahall be made on such conditions as the Secretary finds 
ry to carry out the purposes of .the {rants." 
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m Part S of tHle V of such Act is amended by inserting at the 
ana thereof the following new section: 
"aiSEAftCll Oa BEXONSTftATIOX PftOJBCI* 
"Six. 526. (a) There art hereby authorized to be appropriated for 
each fiscal year such sums as the Congress may determine for grants 
by the Secretary to public or other nonprofit institutions of higher 
learning and to public or other nonprofit agencies and organizations 
engnged in research or child welfare activities, for special research or 
demonstration projects in the field of child welfare which are of re-
gional or national significance and for special projects for the demon* 
stmtion of new methods or facilities which show promise of substan-
tial contxibut ion to the advancement of child welfare. 
"(b) Payments of grants for special projects under this section may 
be made in advance or by way 01 reimbursement, and in such install-
ments^ as the Secretary may determine; and shall be made on audi 
conditions as the Secretary finds necessary to carry out the purposes 
of thecTants." 
(c) The amendments made by this section shall be effective only 
with respect to fiscal years beginning after June 30, I960. 
aXtXDMXNT rtESEKVJKO BELATIOXSHir BETWEEN BAXLftOAB BETXBE1CZNT 
AXP OLD-40E, SOTTCVOXS, AXO DISABILITY XKSUBAKCZ 
SEC. 708. Section l(q) of the Railroad Retirement Act of 1937 is «* t»c sas*. 
amended by striking out "1958" and inserting in lieu thereof "1960*. 
HEAXIXO Or TUtM " S E C X E T A X T " 
SEC. 709. As used in this Act and the provisions of the Social 
Security Act amended by this Act the term "Secretary", unless the 
context otherwise requires, means the Secretary of Health, Education, 
and Welfare. 
AID TO THE BLXHD 
SEC. 710. (a) Effective for the period beginning with the first day of 
the calendar quarter which begins after the date of enactment of this 
Act, snd ending with the close of June 30t 19C2, clause (8) of section 
1002(a) of the Social Security Act is amended to read as follows: *twc l*°2-
*(8) provide that the State agency ahal], in determining need, take 
into consideration any other income and resources of the individual 
claiming aid to the blind\ except that, in making such determination, 
the State agency shall disregard either (i) the first $50 per month 
of earned income, or (ii) the first $85 per month of earned income plus 
one-half of earned income in excess of $65 per month;99. 
(b) Effective July 1, 19C2, clause (6) of such section 2002(a) is 
amended to read as follows: "(8) provide that the State agency shall, 
in determining need, take into consideration any other income and 
resources of the individual claiming aid to the blind; except thaL in 
Slaking such determination, the State agency shall disregard the first 
$85 per month of earned income, plus one-naif of earned income in 
excess of $85 per month ;"• 
Approved Saptasbar 18, 1160. 
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ft. nCTSOIXMEJCT AND EXTENSION OT U3LB-XXLLS P10Q1AM 
(a) Background 
The provision of medical care for the needy has long been a responsi-
bility of the State and local public welfare agencies. In recent years, 
the Federal Government hns assisted the States and localities in carry-
ing this responsibility by participating in the cost of the cam provided. 
Under the original Social Security Act, it was possible for tne States, 
with Federal help, to furnish money to the needy with which they could 
buy the medical care they needed. Since 19M), the Social Security 
Act has authorized participation in the cost of medical care provided 
in behalf of the needy aged, blind^disabled, and dependent children— 
the to-called vendor Payments. This method of providing care has 
proved popular with tne suppliers of medical care, the agencies admin-
istering the programs, and the recipients themselves. 
Several times since 1950, the Congress has liberalized the provisions 
of law under which the States administer the State-Federal program of 
medical assistance for the needy. The most significant enactment was 
in 1960 when the Kerr-Mills medical assistance for the aged program 
was authorised. This legislation offers generous Federal matching to 
•&ab)e the States to provide medical care in behalf of aged persona who 
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have enough income for their basic maintenance but not enough for 
medical care costs.^  This program has crown to the point where 40 
States and 4 other jurisdictions have such a program and 227,000 aged 
were aided in December 1964. Furthermore, medical care as a part of 
the cash maintenance assistance prop nins has also grown through the 
Tears until, at this time, nearly all the States make vendor payments 
for some items of medical care for at least some of the needj. 
Your committee bill is designed to liberalize the Federal law under 
which States operate their medical assistance programs so as to make 
medical services for the needy more generally available. To sccotn-
Slish this objective, your committee bill would establish, effect:Te anuary 1,19CC, a new title in the Social Security Act—"Title XIX: 
Grants to the States for Medical Assistance Programs." After an 
interim period ending June SO, 19C7, all vendor payments for medical 
care, including medical assistance for the aged, would be administered 
under the provisions of the new title. Until June 30,19C7, States might 
continue operating under the vendor payment provisions of title I 
(old-ajre assistance and medical assistance for the aged), title IV (aid 
to families with dependent children), title X (aid to the blind), title 
XIV (aid to the permanently and totally disabled), and title XVI 
(the combined adult program), or if they wish^ they might move as 
early as January 1,19CC, to the new title. Programs of vendor pay-
ments for medical care will continue, as nowt to be optional with the 
States. 
(b) State plan requirements 
(J) Standard provisions 
The provisions in the proposed title XIX contain a number of re-
quirements for State plans which are either identical to the existing 
provisions of law or are merely conforming changes. These are: 
That a plan ahall be in effect in all political subdivisions of the 
State. 
That there shall be provided an opportunity for a fair hearing 
for any individual whose claim for assistance is denied or not acted 
upon with reasonable promptness. 
That the State agency will make such reports as the Secretary 
may from time to time reauire. 
That there shall be safeguards provided which restrict the use 
or disclosure of information conoerninr applicants or recipients 
to purposes directly connected with tie administration of the 
plan. 
That all individuals wishing to maVe application for assistance 
under the plan shall have an opportunity to do so and that such 
assistance shall be furnished witn reasonable promptness. • 
That in determining whether an individual is blind there shall 
be an examination by a physician skilled in the diseases of the 
aye or by an optometrist, whichever the individual mav select. 
That medical assistance will be furnished to individuals who 
are residents of the State but who are absent therefrom. 
(f) Additions to standard provisions 
In addition to the requirements for State plans mentioned above, 
your committee bill contains several other plnn requirements which 
era either new or changed over provisions currently in the law. 
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The bill provides that there shall be financial participation by the 
State ecpial to not less thnn 40 ncrccnt of the non-Federal share of the 
expenditures under the plan ami that effective July lf lD70,the financial 
participation by the Stale shall equal all the non-Federal share. This 
provision WAS included to make certain.that the lack of availability of 
local funds for financing of any part of the nrocram not affect the 
•mount, ecopc, or duration of licnefits or the level of administration 
set by the State. Prior to the 1970 date, your committee will be will-
ing to consider other legislotive alternatives to the provisions making 
the entire non-Federal share aresponsibility of the State so long as 
these alternatives! in maintaining the concept of locol participation, 
assure a consistent statewide program nt a reasonable level of adeqtiacy. 
The bill contains a provision found in the other public assistance 
titles of the Social Security Act that the Stote plan must include such 
methods of administration as are found by the Secretary to be neces-
sary for the proper and efficient operation of the plan, with the addition 
of the requirement that such methods must include provisions for 
utilization of professional medical personnel in the administration of 
the plan. It is important that State utilize a sufficient number of 
trained and Qualified personnel in the administration of the program 
including both medical and other professional stoff. 
Your committee bill provides that the State or local agency admin-
istering the State plan under title XIX shall be the same agency which 
is currently administering either title I (old-ape assistance) or 
that part of title XVI (assistance for the aped, blind, and the disabled, 
and medical assistance for the aged) relating to the aged. Where the 
propram relat ing to the aged is State-supervised, the same State agency 
fthafl supervise the administration of title XIX. This provision was 
included because of the need to have the same arency which is most 
familiar with the administration of assistance (including medical care) 
to various groups of needy or nearly needy people also administer the 
medicol assistance program. This is an agency with long experience 
and skill in determination of eligibility. Responsibility can be ar-
ranged by a welfare agency for actual provision of medical care by or 
through a health agency under suitable contractual relationships as 
some States have done under the MA A program. 
m Moreover, your committee recognizes that there are other State agen-
cies with responsibilities for the provision of medical care or for var-
ious types of rehabilitative services in the States. In order to make 
certain that there is no duplication of effort and that maximum utiliza-
tion will be made of the resources available from such other agencies, 
your committee bill provides thot the State's plan must include provi-
sions for entering into cooperative arrangements with State agencies 
responsible for administering or supervising the administration of 
health services and vocational rehabilitation services in the States. 
Your committee bill also provides that if. on January 1,1965, and 
on the date a State submits its title XIX plan, the State agency ad-
ministering or supervising the administration of the State plan for the 
blind tinder title X or title XVI of the Social Security Act is different 
from the State agency administering or supervising the administration 
of the plan relating to the aged under title I or title XVI. such blind 
a/jencv mny be designated to administer or supervise the administra-
tion of the portion of the title XIX plan which relates to blind individ-
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uals. In such eaae^  the portion of the title XIX plan administered or 
eunen-wed bj each agency shall be regarded as a separate plan. 
Current provisions of law requiring States to nave an sgency or 
agencies irsj>onsit>le for establishing and maintaining stanuards for 
the tynes of institutions included under the State nlnn have been con-
tinued under the bill. Vour committee expects tnat these provisions 
will be used to bring about progressive improvement in the level of 
institutional care and services provided to recipients of medical as-
sistance. Standards of care in mnny medical institutions are not now 
at s satisfactory level and it is expected that current standards appli-
cable to medical institutions will be improved by the State's stanaard-
setting agency and that these standards will be enforced by the appro-
priate State body. 
Under provisions of your committee bill, the State plan must include 
such safeguards as may be necessarv to assure that eligibility for care 
snd services under the nlanwill be determined, and that such rare and 
services will be provided, in s manner consistent with simplicity of 
administration and the best interests of the recipient. This provision 
was included in order to provide some assurance that the States will 
not use unduly complicated methods of determining eligibility which 
have the effect of delaying in an unwarranted fashion the decision on 
eligibility for medical assistance or that the States will not administer 
the provisions for services in s way which adversely affects the avail-
ability or the quality of the care to be provided. Your committee 
•xpects that under this provision, the States will be eliminating unre-
warding and unproductive policies and methods of investigation and 
that they will develop such procedures as will assure the most effective 
working relationships with medical facilities, practitioners, and sup-
pliers of care and service in order to encourage their full cooperation 
and participation in the provision of services under the State plan. 
(c) Eligibility fo medical anUtance 
Under your committee bill, a State plan to be approved must in-
clude provision for medical assistance for all individuals receiving aid 
or assistance under State plans approved under titles I, IV, X, XIV, 
and XVI. These people are the most needv in the country and it is ap-
propriate for med'cal care costs to be met, first, for these people. Thus, 
under the provisions of the bill, these people will have the first call 
upon the resources of the States to provide medical care. It is only 
if this group is provided for that States may include medical assistance 
to the less needy than those who would be eligible for aid under the 
various other categories of public assistance^ 
Under your committee bill, medical assistance made available to per-
sons receiving assistance under title I, IV, X, X I \ \ or XVI mutt not 
be less in amount, duration, or scope than that provided for persons 
receiving sid under any other of tho«e title*. In other words, the 
amount, duration, and scope of medical assistance made svsilsble 
must be the same for sll such persons. This will assure comnarable 
treatment for all of the needy aided under the federally sided eate-
Eries of assistance snd will eliminate some of the unevenness which » been sppsrent in the treatment of the medical needs of various 
groups of the needy. 
The bill provides furthermore that as States extend their programs 
to include assistance for persons who come within the various cat*-
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gories of assistance except that their income and resources are suffi-
cient to meet their needs for maintenance) the medical assistance given 
such individuals shall not be greater in amount, duration, or scope 
than that made available for persons who are recipients of money pay-
ments. This was included in order to make sure that the most needy 
in a State receive DO less comprehensive care than those who are Dot 
as needy. 
Under the bill, if a State extends the program to those persons Dot 
receiving assistance under titles I, IVf X, XIV, and XVi, the deter* 
mination of financial eligibility must be on a basis that is comparable 
as amonjj the people who, except for their income and resources, would 
be recipients of money for maintenance under the other public assist-
ance programs. Thus, the income and resources limitation for the 
aged must be comparable to that set for the disabled and blind and 
must also have a comparability for that set for families with children 
whn. exceM for their income and resources, would be eligible for 
AFDC. The scope, smount, snd durst ion of medical assistance avail-
able to each of these groups must be equal. 
(i) Determination of need formedical anistanee 
Your committee biH would make more specific a provision now in 
the law thnt in determining eligibility for and the extent of aid under 
the plan, States must nse reasonable standards consistent with the 
objectives of the titles. Although States mav set s limitation on in-
come snd resources which individuals may hold and be eligible for aid, 
they must do so by maintaining a comparability among the various 
categorical groups of needy people. Whatever level of financial 
eligibility the State determines to be thnt which is applicable for the 
eligibility of the needy aged, for example, shall be comparable to that 
which the State sets to determine the eligibility for the needy blind and 
disabled; and must also have a comparability to the standards used 
to determine the eligibility of those who are to receive medical assist-
ance as needy children snd the parents or other relatives oaring for 
them. 
Another provision is included that requires States to take into ac-
count only such income and resources as (determined in accordance 
with standards prescribed by the Secretary) are actually available 
to the applicant or recipient and as would not be disregarded (or set 
aside for future needs) in determining the eligibility for and the 
amount of the aid or assistance in the form of money payments for 
any such applicant or recipient under the title of the Social Security 
Act most appropriately applicable tohim. Income and resources taken 
into account, furthermore, must be renaonablv evaluated by the States. 
These provisions are designed so that the States will not assume the 
availability of income which may not, in fact, be available or over-
evalunte income and resourres which are arailable. Example* of in-
come assumed include support orders from absent fathers, which have 
not been paid or contributions from relatives which are not in reality 
ttceired by the needy individual. The provisions also are designed to 
samire that whatever ia applicable under titles If IV, X, XIVf snd 
XVI for the disregarding of income or for setting aside of income shall 
alao be applicable in evaluating the income of the individual who is 
spplying for medical assistance under title XIX. Titles I and X f**w 
provide for the disregarding of certain income snd title IV provides 
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that income may be set aside for the future needs of the children. 
Other pertinent provisions for the disregard of income are found in 
the Economic Opportunity Act and the Food Stamp Act of 1964. 
Your committee has heard of hardships on certain individuals 
by requiring them to provide support and to pay for the medical care 
needed by relatives. Your committee believes it is proper to expect 
spouses to support each other and parents to be held accountable for 
the support of their minor children and their blind or permanently 
and totally disabled children even though 21 years of are or older. 
Such requirements for support may reasonably include the payment 
by such relative, if able, for medioal care, lieyond such degree of rela-
tionship, however, requirements imposed are often destructive and 
harmful to the relationships among members of the family group. 
Thu^ States may not include in their plans provisions for requiring 
contributions from relatives other than a ar>ou$e or the parent of a 
minor child or children over 21 who are blind or permanently and 
totally disabled. Any contributions actually made by relatives or 
friends, or from other sources will be taken into account bv the State 
in determining whether the individual applying for medical assistance 
ia, in fact, in need of such assistance. 
The bill also contains a provision designed to correct one of the 
weaknesses identified in the medical assistance for the aged program, 
tender the current provisions of Federal law, some States have en-
acted programs winch contain a cutoff point on income which deter-
mines the financial eligibility of the individual. Thus, an individual 
with an income just under the specified limit may qualify for all of 
the aid provided under the State plan. Individuals, however, whose 
income exceeds the limitation adopted bv the State are found ineligible 
for the medical assistance provided under the State plan even though 
the excess of the individual's income may be amall when compami 
with the cost of the medical care needed. In order that all States 
ehall be flexible in the consideration of an individual's income, your 
committee bill requires that the States standards for determining eligi-
bility for and extent of medical assistance shall take into account, ex-
cept to the extent prescribed by the Secretary, the cost—whether in the 
form of insurance'premiums or otherwise—incurred for medical care 
or any other type of remedial care recognized under State law. Thus, 
before an individual is found ineligible for all or part of the cost of his 
medical needs, the State must be sure that the income of the individual 
has been measured in terms of both the State's allowance for basic 
maintenance needs and the cost of the medical care he requires. 
The State may require the use of all the excess income of the in-
dividual toward his medical expenses, or tome proportion of that 
amount. In no event, however, with respect to either this provision 
or that described below with reference to the use of deductibles for 
certain items of medical aervice, may a State require the use of income 
or resources which would bring the individual below the test of eli-
gibility under the State plan. If the teat of eligibility ahould be 
$2,000 a year, an individual with income in excess of that amount 
shall not tie required to use his income to the extent he has remaining 
Urn than $2t000. This action would reduce the individual below the 
level determined by the State aa necessary for his maintenance. 
The bill contains several interrelated provisions which prohibit or 
limit the imposition of any deduction, cost sharing, or similiar charge! 
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nor of env enrollment feef premium, or similar charge, under the plait 
No demictionj co*t sharing or similar charge may fee imposed with 
resjiect to inpatient hospital services furnished uncfer the plan. This 
Erevision is relnted to another provision in the bill which requires tntes to pny reasonable costs for inpatient hospital services provided 
under the pfnn. Taken torether, those provisions give assurance that 
the hospital bill incurred by a needy individual shall he paid in full 
under the provisions of the State plan for the number of aays covered 
and that States may not expect or require the individual to use his 
income or resources (except such income as exceeds the State's main-
tenance level) toward that bill. ! > • reasonable cost of inpatient 
hospital rerviccs shall be determined in accordance with standards 
approved by the Secretary and included in the State plan. 
For any other items of medical assistance furnished under the plan, 
a charge of any kind may be imposed only if the State so chooses, and 
the charge must be reasonably related to the recipient's income or his 
income and resources; The same limitations apply in the case of any 
enrollment fee, premium, or similar charge imposed with respect to 
inpatient hospital services.^  The Secretary is given authority to issue 
standards under this provision, which it is expected will protect the 
income and resources an individual has which are necessary for his 
nonmedical needs. 
The hospital insurance benefit program included tinder other pro-
visions of the bill provides for a deductible which must be paid in 
connection with the individual's claim for hospitalization benefits. 
Tour committee is concerned that hospitalization be readilv available 
to needy persons and that the necessity of their paying deductibles 
shall not t* a hardship on them or a factor which may prevent their 
receiving the hospitalization they need. For this reason, your com-
mittee's bill provides that the States make provisions, for individuals 
65 years or older, of the cort of any deductVe imposed with respect 
to individuals under the program established by the hospital insur-
ance provisions of the bill. 
A State medical assistance plan may provide for the payment in 
full of anv deductibles or cost sharing under the insurance program 
established by part B of title XVIII. In the event, however, the 
BtM^ plan provides for the individual to assume a portion of such 
costs, such portion shall be determined on a basis reasonably related 
to the individusl's income or income and resources and in conformity 
with standards issued bv the Secretary. The Secretary is authorized 
to issue standards—unaer this provision which, it is expected, will 
protect the income and resources of the individual needed for his 
maintenance—to guide the States. Such standards shall protect the 
income and resources of the individual needed for his maintenance and 
provide assurance that the responsibility placed on individuals to 
share in the cost shall not be an undue burden on them. • 
Titles I and XVI authorizing the medical aasistance for the a^ed 
program now provide that the States may not impose a lien against 
the property of any individual prior to his "death on account of medical 
iaaislance payments except pursuant to a oourt judgment concerning 
incorrect payments, and prohibits adjustment or recovery for amounts 
•orrectly paid eioept from the estate of an aged person after his death 
and that of his surviving spouse. This provision, under your com-
7 0 SOCIAL SECUBITT AMENDMENTS OF 1SSI 
tnittee bill, has been broadened so that such an adjustment or recovery 
would be mnde only at a time when there is no surviving child who is 
under the age of 21 or who is blind or permanently and totally disabled. 
(e) Scope and definition of m*dical$ervict$ 
"Medical assistance*1 is defined under the bill to mean payment of 
all or port of the care and services for individuals who would if 
needy, be dej*ndent under title IV, except for section 400(a) (2), and 
are under the age of 21, or who are relatives specified in section 406 
(b) (1) with whom the child is living, or who are 65 years of a^e and 
older, blind, or permanently and totally disabled, but whose income 
and resources are insufficient to meet all their medical care costs. 
The bill, as do current provisions of law, permits Federal sharing in 
the cost of medical care provided up to 8 months before the month 
in which the individual mokes application for assistance. Thus, the 
•cope of the program includes not only the aged, blind, disabled, and 
dependent children as defined in Slate plans, but also children under 
the age of 21 (and their caretaker relatives) who come within the scope 
of title IV, except for need and ago, even though they may not be 
defined as eligible under a particular State plan. 
Your committee bill contains a list of services, the first five of which 
the States are required to include in their plans, if they elect to im-
plement title XIX, and tht remainder of which are optional with the 
fctates. The required services are: 
Inpatient hospital services. 
Outpatient hospital eervioes. 
Other laboratory and X-ray service*. 
Skilled nursing home services. 
Physicians' services* whether furnished in the offioe, the pa-
tient's home, a hospital, or a skilled nursing home or elsewhere. 
In the opinion of your committee, the** are the most essential items 
of service which should be included as a minimum if the medical assist-
ance program is to be of significant help to the individual. These min-
imum items of service are to become effective July 1,1967; until then, 
the State plan must include—as now provided in titles I and XVI— 
for aome institutional and some noninstitutional eervioes. 
Other item? of medical service which the States may, if they wiah 
include in their plana are: 
Medical care, or any other trpe of remedial care recognised 
under State law, furnished by licensed practitioners within the 
•cope of their practice aa defined by State law. 
Home health oars services. 
Clinic eervioe. 
Private duty nursing service. 
Dental service. 
Physical therapy and related seif loss. 
Prescribed drops, dentures, prosthetic devices, and eyeglasses 
prescribed by a physician skilled in diseases of the aye or by an 
optometrist, whichever the individual may select 
Other diagnostic! screening, preventive, and rehabilitative 
service 
Any other medical care, and any other type of remedial are 
tooofrnised under State Isw, specified by the Secretary. 
Addendum 12 
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mifrht hare $5,000 in the bank. By protecting that l4nest epR," the 
ohfer tit ir.cn then has that money available to supplement his usually 
limiteil income in meeting his regular living expenses. Success in the 
preservation of that 4,nest egg11 is very often the decisive factor in the 
ability of the older citizen to continue independent living. It is impos-
sible to divorce consideration of how the aped person will manage after 
he is well from consideration of when ana what benefits are available 
to him during illness. 
FAMILY RESPONSIBILITY LAWS 
An aspect of the means test wluch hos been particularly subject to 
criticism, is the "family responsibility" provision.* Such provisions 
are found in almost alfOAA programs and, in one form or another, 
in the MAA programs of the following 12 States: 
Connecticut New Hampshire 
Hawaii Key York 
Illinois Horth Dakota 
Maine Pennsylvania 
Massachusetts Ut,ah 
Michigan Vermont 
The aped applicant filing for MAA in a State which utilizes family? 
responsibility provisions, thereby, in effect, may subject members of 
his family to a means test—apart from himself. 
In all probability, no other condition attached to application for 
MAA is as upsetting as the requirement that relatives be investigated 
and interviewed to determine their ability to contribute toward the 
health expenses of the applicant for MAA. It is not that families are 
unwilling to take care of their own. Relatives of the applicant may 
have already been paying a substantial part of the living: expenses of 
their older relhtive(s). In some instances,.MAA help is requested 
because the applicant knows that the finances of liis family are already 
under heavy strain. When the older person learns that additional 
financial aid may be demanded of his family, frequently at what he 
knows will mean severe hardship, he may well and very often docs, 
withdraw or refuse to make application and let his health needs go 
unmet. 
Some informed comments on the connotations and effects of meant 
test medic&e were contained in an article1 on New York's MAA 
plan written by Stale Senator George R. Metcalf, chairman of the 
State's joint legislative committee on health insurance plans: 
As/ attempt to explain the plan's shortcomings Inevitably Involves a autnber 
Of cmicijm*. Frequently beard Is the complaint that Kerr-Mills k a welfare 
Cog-am. Although so person Is required to sell, mortgage, aasirn or otherwise •e hi* borne and household furnishings in order to become eligible for medical 
sarcf each applicant has to be approvod by a welfare investigator. For tbt 
•enaitive person who resents being seen at the welfare office, this is a burden which 
be is unwilling to bear* Furthermore, he objects to the fact that a son or daughter 
tan be asked to pay part of his medical bill as a condition of receiving aid. (A 
lumber of elderly persons in Buffalo, when informed of this provision, reportedly 
told the welfare commissioner "Please kill my application. • • • I don't want 
say son questioned/9) In addition, many people are too proud to let outsiders 
know that members of their family are receiving welfare help. As the Welfare 
tommissloner pointed out to a reporter for the Buffalo News, "No anattfr bow 
s.Ywffc'sMsiisafsUse*•sspttalTifts, O****SM.»!SL 
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badly many people need medical care, when It comes, to applying for wdfsr\ 
they would xaiher do without It." 
The Mctcalf committee held a aeries or hearings during the latter 
part of 1PG2 to consider suggested improvements in the State's MAA 
program. Strong testimony was presented indicating the negative 
impact of the family responsibility provision in New York's Kerr-Mills 
program: 
In receiving ait application for medics! assistance for the aged, the public 
welfare agency should I* in a position to assure the aped applicant that full 
consideration *tll )*• Riven to all legitimate financial requirements of his children 
and their farfiilies. Otherwise the applicant is apt to withdraw his application 
and he will go without needed medical care when he is told that half of'any 
surplus his children may have over and above their basic living needs, as well as 
all saving thev may have must he applied toward financing his medical needs 
before he may be considered eligible for public assistance. 
I refer particularly to long-planned and long-maintained savings program* by 
most present-day families to meet the education needs of their growing children. 
I have Ktn instances under the present application of the means test where heavy 
medical expenditures for grandparents nave decimated auch savings and have 
deprived grandchildren of full opportunity for a higher education.1 
James R. Dumpson. commissioner of welfare for the city *>f New 
York, told the Metcalf committee: 
We ttelicve that this failure to broaden the hose of care for the medically 
indigent aged is due to the restrictive nature and scope of the eligibility require* 
ment^of the MAA program; specifically, the requirement of relative responsibility, 
and the unrealistic ceilings on allowed income and resource* and the tying of aid 
to the existence of substantial medical need. The pursuit oj Ugqlly responsible 
relatives has proven to be a financial mirage. In my opinion, the administrative 
eost exceeds the financial returns. A sample survey of MAA cases hospitalized 
in New York City during March and April 19G2 revealed that in only about 10 
percent of these cases were legally responsible relatives found to be eligible for 
billing; and of these rases only 25 percent of the hospital bill was collected. If 
these figure arc applied to our annual experience, then about 2.5 percent of the 
annual MAA hospital care cotts of $40 million or about f 1 million is collectible 
fronurelatives. To further pursue these relatives io court would be extremely 
costly. 
Wc also anslysed the contributions of relatives for the eost of care of MAA 
recipients io nursing homes and infirmaries of homes for the aged during the 
month of September 1962. Of the 7,400 such cases, 1,275 were receiving con-
tributions from relatives of $703,000 annually toward an annual eost of $21 
million. Ivr. therefore estimate that the total sums collected from relatives of 
MAA recipients r<4»e*cnts slightly less than 3 percent of the expenditures made 
in behaff of such persona.* / am convinced thj^ the annual administrative cost of 
$4,105/00 of admxnisferittg the MAA program could be cut in half if ire eliminated 
ike retativ's responsibility and, most important* J believe that this requirement serves 
U bar. uncounted, truly needy, older persons from decking medical aid under this frogram} ? (Emphasis supplied.) * f% 
Commissioner Dumoson (ben stated: "I therefore strongly support 
tbe recommendation ibat the means test for MAA be limited to the 
recipient and/or spouse", Of moro than incidental interest is tbe 
fact that tbe recommendation was also proposed to the Metcalf com-
mittee by tbe Medical Society of tbo State of New York—tbe largest 
Stato medical association in the country. 
Wo feel, tbereforo, that all factors considered, a ratBcr persuasive 
case ha* t>een made for congressional consideration of^ an amendment 
to the Kerr-Mills Act which would confine the application of family 
tS»l»n»*t0fLnuti f. Mortis mmm\m*nv* of V»bUt *•*»». WtsteHMrr dus ty , St bmtm •» Jstot 
nttoiittCspifSHl^^fi^il^UH Iftturatc* rfrni.* Nov. IS. IStt. ^ ^ ^ ' 
SUIT***! *f asiMS^t Dump**. %etfit* mrnmmmmi. city si Nov Tsrk, SI totrk* ST Jstol Uf%> 
tmn Cm*m*m m "B«JU Ummms riMS," list. M> mm. 
ftftDICAL ASBIftTANCB FOB THI AOID 8 3 
'responsibility provisions, in those States using sucb provisions, to the 
applicant and/or bis spouso, 
"Lien*" vndtr Kerr^tilli MAA 
Misunderstanding surrounds tbequestion of wbetber tbo Kerr-Mills 
legislation prohibits States from applying liens as a means of recover-
ing from the assets of MAA recipient*, amounts expended for health 
care under MAA programs. 
It has been ataled that no liens can be taken on the property of 
people receiving help under MAA. However, these statements are 
onhr partially true. 
'the provision in the Kerr-Mills legislation relating to liens under 
MAA requires that tho State plan must— 
•
 #
 • provlrfc that no lien may be Imposed against the property of any individual 
prior to his death on account of medical assistance for tnc aged paid or to be paid 
OD his bcliaif under .the plan (except pursuant to the Judgment of s court on ac-
count of benefits incorrectly paid on behalf of auch individual), and that there 
•hall be no adjustment or recovery'(except, after the death of auch individual and 
his surviving spouse, if any, from auch individual's estate) of any medical as-
sistance for the aged correctly paid on behalf of auch individual under the plan.1 
This means that States can—and 9 of them do—extract from the 
applicant tbo right to collect from bis estate after death by use of 
post-mortem claims. The 9 States which have such provisions are 
Connecticut. Illinois, Massachusetts, Michigan, New Hampshire! 
New York. North Dakota, Oregon, and Utah. 
An MAA recipient living in any of the 9 States mentioned! and 
possessing tbo type o(j>roperty to which liens are applicable, in effect 
shares in part or all of the cost of tho MAA assistance received. 
His share, however, is not due until after his death (or upon the death 
of las surviving spouso). Inasmuch As his assets were Limited initially 
(in order for him to qualify for MAA), the effect of these post-mortem 
rocovcry provisions is to virtually preclude tho possibility of tho re-
cipient of MAA leaving anything for his heire. it may be contended 
that tho cost of MAA caro should be recovered from the estate of a 
recipient—that there is no valid justification for an aged%person in 
need of assistance with medical#cost to leave anything for bis family. 
Nonetheless, the prospect of a #posUmortem claim on bis assets can 
be another major reason for tbo deferral, or refusal of necessary 
health care. The principal consideration in sucb negative situations 
day be the desire to leave "a little something" for the education of 
* grandchild or some similar family need. 
California, probably in recognition of theso problems in usage of 
family responsibility provisions, recently droppod the requirement in 
its MAA plan which provided for relatives9 responsibility. 
OVEREIDINO OBJECTION TO THE US* OF LIENS 0 1 CLAIMS 
Fifteen States bare apparently recognised the basic problem in 
usage of recovery provisions and do not employ tbcso devices. Nine 
States, however, do make use of recovery provisions. 
• l i t*? aid-Aft mmWUmm, F«tfra! few prrmk* vat at evrmt Urat and atanV Situ* !***• t»r af aoati 
F»trtof» <n>ft»th*»ltf to ofttamtaod * • * » at tl» * « ta*l a w ? MAA mlp*tiU+* torn 9mwt* 
i n la OA A l v Max 
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The House met at 12 o'clock noon. 
The Chaplain, Rev. Bernard Braskamp, 
D D , used this word of the Psalmist: I 
will hear what God will my. for he wiU 
•peak peace unto His people. 
O Thou Ood of all toodness, our minds 
and hearts frequently turn unto Thee In 
these days for light and leading, for in-
aight and Inspiration. 
We find ourselves In the midst of dkr» 
cumstances and crises which are trade 
and trylnf and we are seeking to lay bold 
of Thy agelong moral and spiritual val-
ues for courage and hope. 
Orant that In our struggles we may be 
teponsive to Thy commands and be eager 
to discover and obey Thy will and learn 
for ourselves the help that there is for 
ws In the power and possibilities of 
prayer. 
if ay we appreciate more fully the sat-
isfaction and the security we may expe-
rience a* we Join the prophets of old 
who are the eternal contemporaries of 
ali who love and serve Thee. 
Bear us In the name of our biassed 
Lord. 
TOE JOURNAL 
The Journal of the proceedings of 
posUiday was road and approved. 
KEBSAOE PROM THE SENATE 
A massage from the Senate by Mr. 
Arlington, one of its clerks, an-
SMunced that the Senate had passed 
without amendment a bill of the Bouse 
Of the following title: 
8 J t aarr. An act to eetbortea appropria-
tion* for procurement of veaeeU end alrcrmlt 
and eoeetrueUon of abort and oOabors es-
ter to* Oeaet Oeerd. 
The message also announced that the 
Senate had passed a bill of the following 
title. In which the concurrence of the 
O. eOO Aa act to eethorla* appropriation* 
during fecal year tees for procurement of 
alraren, seiaauat, and naval eeaatla, aad 
, ewvtlopesest. Serf, end evaluation, 
ad for 
The message also announced that the 
Ylee President, pursuant to Public Law 
•e-474. had appointed the following 
Members on the part of the tcnate to 
the Interparliamentary Union Confer-
ence to be held In Dublin. Ireland. April 
IS to » , IMS: Mr. Tausaeoa* Mr. 
RoatiTsoitt Mr. VOSOIOUCH, Mr. Biac-
tKLoortR, and Mr. SCOTT. 
The message also announced that the 
Pmtdtng Officer of the 6cnate. pursuant 
to Publtc Law 115, 78th Congress, en-
titled "An act to provide for the disposal 
of certain records of the United Butes 
Oovernment" had appointed Mr. JOHN-
STON and Mr. CARLSON members of the 
Joint 6elect Committee on the part of 
the Senate for the disposition of execu-
tive papers referred to In the report of 
the Archivist of the United States num-
bered S*-10. 
CALL OP THE HOUSE 
Mr. BALL. Mr. Speaker, X make the 
point of order that a quorum Is not 
present. 
The SPEAKER. Evidently a Quorum 
Is not present. 
Mr. ALBERT. Mr. Speaker, X move a 
call of the House. 
A call of the House was ordered. 
The Clerk called the roll, and the fol-
lowing Members failed to answer to their 
Abtrettby 
Aahley 
Paidem 
Perry 
Bonner 
OahUl 
Ceuer 
Cleveland 
Sfrana. Cole. 
OrebowalU 
{Soil Ho. 07] 
Orovtr 
gathaway 
Ichord 
Irwin Jonte, Ale. 
Long. lid. 
IfcCullocn 
McDowell 
Stoirleon 
OVara, Ulch 
PowtU 
llooeeeelt 
apn&ftr 
auffom 
awed 
Sweeney 
ToU 
Oilmen 
William* 
The SPEAKER. On this rollcall 401 
Members have answered to their names, 
a Quorum. 
By unanimous consent, further pro-
ceedings under the call were dispensed 
with. _ _ _ _ _ _ _ _ 
THE LATE HONORABLE JAMES A 
SHANLEY 
Mr. OXA2MO. Mr. Speaker, X ask 
unanimous consent to address the Bouse 
for 1 minute. 
The SPEAKER. Xs there objection 
to the request of the gentleman from 
Connecticut? 
There was no objection. 
Mr.OIAJMO. Mr. Speaker, It Is with 
a treat deal of sadness that I take this 
time to Inform my colleagues in the 
Bouse of the untimely passing of Jim 
Shanley. a former Congressman from 
the Third Congressional District of Con-
necticut, the district which X presently 
have the honor to represent. Jim Shan-
ley. who was known to eo many of the 
Members here in the Bouse, represented 
his district from tiift to 1H1, and 
a member of the Committee on Foreign 
Affairs. Be died on Sunday last after a 
short illness. 
Mr. Speaker, X shall ask for time on 
Tuesday next so that I and other Mem-
bers of the House may pay our last re-
spect* to our very dear and distinguished 
friend and former colleague. Judge 
James A. Shanley, of New Haven, Conn, 
SOCIAL SECURITY AMENDMENTS 
O P t i t s 
Mr. MADDEN. Mr. Speaker, by di-
rection of the Committee on Rules, X 
call up House Resolution S22 and ask 
for its Immediate consideration. 
The Clerk read the resolution, as fol-
lows: 
I K a S23 
MtBOlvtd, That upon the adoption of this 
resolution it ahaU be in order to movt that 
the Haute reeolve lUelf Into the Committer 
of tht Whole Heme* on the Bute of tot 
Union for tht consideration of tht bUl <HJL 
0676) to prorldt a botpltal Inturanet pro-
gram for tht aged under the Social Security 
Act with a supplementary health benefits 
program and an tspanded program of mtdl-
eai aaaistance. to tncreeet bene flu endcr 
the old-age, survivors, end disability t&rur-
ance tyttexn. to improvs tht Pederal-eXate 
public aetittanct program*, and for ether 
purpoeee, end all polnta of order egmlnst 
said bill art hereby waived. After general 
debet*, which aball be confined to tht hill 
end oonUnue sot to tacted ten noun. So bt 
equally divided and eontroUtd by tht Chair* 
man and the ranting minority member of 
tht Committee on Ways and Meant, tht bill 
shall bt considered aa having been read for 
amendment. Ho amendment ehall be tn 
order to aaid bill aicept amendment* offered 
by direction of the Committee on Wayt and 
Mtana. Amendment* offered by direction 
Of tht Committee on Wayt and Meant may 
be offered to the bUl at the eon dual on of the 
genera] debate, but said amendment* ehall 
not bt subject to amendment At the eon* 
elusion of tht consideration of the bill for 
emendmtnt. the Committee aball rtat end 
report the bill So the Xouat wltfc such 
emtndxntntt aa may have been adopted end 
the previoua quteUon aball be considered at 
ordered eo tht bUl and amendment* thereto 
to Cnal peaaage without intervening •totion 
escept one motion to recommit with or with-
out lastnietlons. 
Mr MAXJDEH. Mr. Speaker, X field 
10 minutes of soy time to the gentleman 
from Ohio Illr. Bsoww), and at this 
time yield anyetlf such time as X stay 
consume. 
This rule bakes In order BH. t67S, a 
vomprebenelre bill dealing In detail with 
the manner In which to provide hospital 
Insurance, health benefit, and medical 
earl fiance for the eared folks of our Ha-
W l 
7202 CONGRESSIONAL RECORD — HOUSE April 79 1965 
This legislation has keen on the 
agenda of Congress. In one form or an-
other, for the last 20 years. The mem-
bers of the Ways and Metns Committee 
are deserving of the highest commends* 
Uon for the outstanding work they have 
done over the years to enact a practical 
bill which will relieve the critical health 
problem of our older citizens. 
Years ago, older folks who were 
destitute or with Insufficient Income, 
property, or means to provide for the 
health steeds In their declining years, 
were committed to so-called poorhouses, 
county or city hospital* throughout the 
land. Over the yesrs. millions of older 
citizens have spent their declining days 
In Inadequate so-called poorhouses or 
county institutions In poverty and dis-
grace until the day that their lives ebbed 
•way. 
When I came to Congress SO years 
ago. one of the burning issues in my dis-
trict was the necessity for something to 
be done to expand hospital and medical 
care, not only for the older citizens but 
for many younger families who were un-
employed and in need of hospital and 
medical care. In many areas through-
out our Nation during the last 25 to 30 
years communities were victims of a piti-
ful lack of hospital accommodations and, 
In a great many areas, a scarcity of doc-
tors. 
I well remember after World War II 
when thousands of boys were returning 
to drilian life many of them whose edu-
cation was temporarily interrupted by 
military aervice, wanted to enter medical 
cchools throughout our Nation. We 
found that medical schools and colleges 
were scarce and also hospital facilities 
and doctors both in urban and rural 
areas. I received hundreds of letters 
from veterans whose applications to 
medical schools were rejected because of 
the lack of accommodations. In 1947,1 
asked one of the trustees of Indiana Uni-
versity why it was that so many boys who 
had applied from my area to this medi-
cal school were rejected and he stated 
that out of approximately 3.000 applica-
tions in 1*46. the University's Medical 
School only had accommodations for 150. 
S remember when, in the late 1640's, 
we had legislation on the floor of the 
Bouse to appropriate money for hospital 
and medical school construction, we were 
always met with organised opposition by 
the American Medical Association who 
gpent vast gums propagandizing against 
any aid from the Oovernment to build 
hospitals, provide money to educate 
Ctudents for the medical profession, or to 
expend medical services to millions who 
were suffering by reason of Inadequate 
Jfcdlitlgs. 
A t MS we art considering today, If 
enacted into law, will be one of the great 
landmarks of progress taken by our Oov-
ernment in order to help carry out hu-
gnanltarlan considerations which it owes 
to millions of older folks throughout the 
land who have devoted their lives to mak-
ing this Nation of ours the loader of the 
* * * * • 
to the Met 10 years, the cumber of 
elder people in our Nation has almoct 
tripled. Now, 1 American In every 
10 is in the older group and this num-
ber is Increasing every year. Medical 
and hospital care is a serious problem 
for many Americsns of all ages but the 
older folks are more helpless and have 
more health afflictions. Of the 18 mil-
lion people over 65, more then half have 
incomes of less that $1,000 a year. The 
average Income for two-person families 
Is around $2,500 per year. Incomes like 
this will buy very little hospital or medi-
cal care. About 6 million Americana over 
•5 years of age have no assets at all. 
They are in abject poverty. When an 
aged husband or wife is hospitalized, the 
medical bills average around $600 a year. 
People over 65 use three times as much 
hospital care aa younger people. Their 
stay at the hospital is twice as long as 
the average younger person. Medical 
costs have increased 63 percent since 
1650. and in the same period hospital 
rooms have gone up 154 percent. Few 
older folks have aavings to meet these 
skyrocketing hospital and medical costs. 
As one reviews the history of medicare 
legislation and the fact that after 20 
years the Congress is about to assume 
its responsibility to correct one of the 
most flagrant inequities and humanitar-
ian omissions in correcting an injustice 
to a large segment of our American citi-
eens. 
The recent edition of April 1) News-
week magazine has an interesting arti-
cle dealing with this problem. They 
state In this article that from the period 
of 1640 to 1660 that taxpaying citizens 
have increased from 35 to 72 million and 
the number of citizens over 65 in that 
20-year period has increased from 600,000 
in 1640 to 12 million In 1660. Our popu-
lation is increasing annually and through 
modern scientific discoveries in medicine 
and surgery; our older folks are increas-
ing in numbers far more rapidly than 
the similar increase of population of 25 
years ago. The problem of medical and 
hospital care for our older dtizens is 
far more critical than after World War 
11 and will increase by alarming propor-
tions every year unless legislation like 
we are considering today is enacted into 
law in an effort to solve this problem 
of hospital and medical care for the 
elderly. 
The Rules Committee in reporting this 
bill out. has provided for 10 hours de-
bate. HJR. 6675. very briefly, covers all 
persons over §5. with benefits com-
mencing July 1, 1666. with one excep-
tion. Up to 60 days of full hospital care 
per illness, with patient paying only the 
first 640. From 10 to 100 days of post-
hospital care in an affiliated facility for 
each spell of illness—this coverage to 
begin January 1.1667. Outpatient diag-
nostic services following payment of 620 
deductible. Pocthospltal borne health 
cervices up to 100 visits per epell of ill-
Mas. Payments soade directly to 
hospitals, and eo forth. 
Voluntary supplementary plan: Cov-
erage for all persona 9ftr 65 enrolling 
before March 60, 1666, or aa they reach 
M. In exchange for | 3 monthly premi-
um—46 for a couple—enroUeea will be 
covered for 60 percent of these additional 
service! following payment of 650 an-
nual deductible: physicians' and surgi-
cal services, up to 60 days per illness in 
a mental hospital—180-dsy lifetime 
maximum—up to 100 visits per year for 
home health services without prior hos-
pitalization, diagnostic tests. X-ray, 
radium and radioactive isotope therapy, 
ambulance services under limited con-
ditions, surgical dressings, rental of 
durable medical equipment, and so forth. 
Pisn to be administered by private com-
panies like Blue Cross. Benefits effective 
July 1, 1666. 
Financing of the basic plan win be 
through an additional social security 
tax applying equally to employees, em-
ployers and self-employed persons. 
ammxcAw D1CAL ASSOCIATION 
During the 2 days hearing before the 
Rules Committee several alternative 
bills, amendments or changes were pre-
sented to the pending legislation. The 
principal substitute was a bill sponsored 
by the strategy board of the American 
Medical Assoclstion called eldercare. 
Under this proposal the AMA would let 
the individual States, who would accept 
a health program, pay half the costs and 
administer it themselves. Each State 
under this bill would decide whom to 
help, if anyone and how much. This 
proposal is more or Itss an extension of 
the wholly inadequate Kerr-Mills legis-
lation passed by the Congress several 
years ago which has proven a miserable 
failure as far as a solution to the Nation's 
health problem is concerned. 
During this time nine States have ab-
solutely refused to pass any legislation 
under the Kerr-Mills provisions. Out 
of the 41 States who have made any 
effort under the Kerr-Mills law, only 
7 States have anything like ade-
quate programs and in these 7 States 
some have omitted essential factors of 
hospital care for the aged. These seven 
States have omitted to provide any uni-
form treatment of older people. During 
this debate you are going to hear a great 
deal about eldercare because the political 
department of AMA has carried on a 
multimillion-dollar campaign over the 
Nation through television, radio, mail, 
and newspapers, misrepresenting the 
true facts about eldercare. In their 
propaganda they do not atate that elder-
care is merely Kerr-Mills all over again 
with a little window dressing to mislead 
the American people. 
Taken on the basis of official Oovern-
ment reports on the operation of the 
Kerr-Mills program, if applied in all 60 
States, it would enable a maximum of 
about I million elder folks to Qualify 
for benefits. Around 16 million older 
folks would get nothing. 
The highly financed political campaign 
of the AMA strategy board eo exagger-
ated and misrepresented the facts about 
eldercare that the gentleman from Flor-
ida, Congressman HxaLowo. one of the 
two cosponsors of the eldercare bill, pub-
licly condemned the AMA committee for 
its overenthuslastic and misleading prop-
aganda. To fuote Congressman B n -
SVONO. he elated: 
For U># AMA to glve the tmprestfoa It pee-
BBOplSU 
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Beelaoaeld: 
It Jutt matt* It available for the Otatas to 
prortdt U U>e v waat to. j . 
X am Dot criticizing the thousands of 
physicians over the Nation mho are not 
familiar with the true facta. Most of 
them are openly or privately supporting 
the medicare hill and opposing the AMA 
oldercare plan. 
Z do hope that the Members of the 
Bouse remain on the floor and listen 
to the presentation of this legislation by 
the members of the Ways and Means 
Committee, which held hearings on 
medical legislation In every session of 
Congress for the last 15 or 20 yean on 
medicare legislation. 
Chairman MILL* and older members 
of the Ways and Means Committee have 
devoted many weeks and months to this 
problem and 2 do hope that every Mem* 
ber mill listen to Chairman MILLS when 
be opens this debate alter the House 
goes Into Committee of the Whole. 
Chairman MILLS testified before our 
committee that this legislation la 100 
percent financially sound for the present 
economic condition* in the Nation and 
that provisions in future financing were 
considered and Incorporated Into this 
legislation which will protect our social 
security system indefinitely into the fu-
ture. 6everal years ago there was a 
great deal of argument that the private 
Insurance industry could take care of this 
Deed for our elder citizens. When those 
arguments were surveyed, upon investi-
gation it was found that thousands of 
aged as policyholders presented their 
opposition because of so many unreliable 
Insurance companies throughout the Na-
tion cancelling Insurance policies when 
extended Illnesses occurred to the in-
sured. Many private Insurance com-
panies at that time experimented with 
combining their resources in order to of-
fer special plans to older citizens on ac-
count of the economic altuation involved 
with so many older policyholders. This 
experiment was a failure. 
The American people, during the last 
dozen years, have become educated and 
Informed on the true facts regarding 
medicare legislation. A nationwide poll 
was taken by the Harris people recently 
on medicare legislation covering rank 
and file Americans and the return re-
vealed that the American people are for 
adequate medicare legislation by a mar* 
glnoxatol. 
a aocu. vaa aiftsta mi, 
Another angle connected with this leg-
islation which has not been discussed 
Is that millions of younger folks are indi-
rectly being benefited In that they can 
late their email Income for educational 
purposes instead of leaving grade school 
er high school to work and provide boa-
pita Illation and medical care for their 
parents. These younger folks will be 
given an opportunity to meet the prob-
lems of this advanced ecientific age and 
be producers and taxpayers tnitead of 
eventually becoming member* of the 
.ployed and thus becoming a prob-
erentuaily tor Oovernment aid and 
Another aondderetion that iid not 
out in the bearings has ben the 
fact that the passage of this legislation 
mill save muiumllllons of dollars to the 
American taxpayer In local areas where 
they arc financing county and city hos-
pitals, poorhouscs, welfare departments, 
and other local agencies caring for sick 
and dependent elder citizens. This 
morning I telephoned the public welfare 
department In my district, Lake County, 
Ind. They Informed me that during the 
first 3 months of 1965, $290,000 was spent 
for hospital, medical, and nursing home 
care for the elder citizens of Lake 
County. Lake County taxpayers will be 
relieved eventually of about $11 million 
In taxes annually when this legislation 
gets organized and in full operation. 
In closing let me say that the greatest 
testimonial for this legislation, coupled 
with the educational legislation passed 
several weeks ago, was the returns of the 
recent election of November 6, 1965. 
By a majority of over 15 million, Presi-
dent Johnson and Vice President HUM-
FHftiY won an unprecedented victory 
and the principal plank in their platform 
was education and medicare. Dozens of 
new Members—freshmen—are in Con-
gress today, because the American people 
have finally become informed on these 
two great national issues—education of 
our youth and hospital and medicare 
for our elder citizens. 
Mr. BROWN of Ohio. Mr. Speaker, Z 
yield myself 10 minutes. 
Mr. 6peaker, my colleague on the Rules 
Committee, the gentleman from Indiana, 
devoted most of his time to a discussion 
of the bill, or what he understands may 
be the bill, and little time to explaining 
the rule. 
The rule bringing this bill to the floor 
Is a closed or a gag rule providing for 10 
hours of general debate and permitting 
the offering of no amendments from the 
floor except those reported by the Ways 
and Means Committee Itself. It pro-
Tides for one motion to recommit, either 
with or without instructions. 
I have stood in this well many times in 
the past in opposition to the voting of 
closed or gag rules. X have the very firm 
conviction and belief that within the 
House of Representatives we have suffi-
cient judgment, wisdom, and ability to 
pass upon legislation, even In detail, at 
least as ably as the other legislative body 
across the Capitol, where there are no 
restrictions on the offering or considera-
tion of amendments and no limit on the 
debate on guch amendments or on the 
legislation itself. 
Z want the record to be made very 
Clear. In the Rules Committee when 
the Question of a rule on this particular 
Mil. Bit. $675, came up. Z moved a gub-
gtltute for the motion of the gentleman 
from Indiana (Mr MADDEN), who had 
moved that we report the bill under a 
closed or gag rule and 10 hours of debate. 
Z moved that we report the bill under an 
•pen rule which would give every Mem-
ber of the House an opportunity to 
offer any amendment, and a full opportu-
nity for such amendments to be consid-
ered and debated on the floor of the 
Bouse. That motion was voted down* 
Then another motion was made aa a 
aubatitute for the Madden motion, to 
provide that the ao-oalled Berlong-Cur-
tis bill should be considered in order aj 
an amendment to the bill. That wai 
voted down. 
Then, finally, a motion was made tc 
amend the motion of the gentleman from 
Indiana so that the closed or gag rule 
would provide for the offering and con-
sideration of HR. 7057. the so-called 
Byrnes bill, with which Members are all 
acquainted, on the floor of the House, ao 
that It might be discussed and debated 
aectlon by section. That was voted down 
by a fairly narrow margin. 
We now have before us this rule, a 
closed, gag rule, which means that the 
House may not work its will and nc 
Member may offer an amendment unlesi 
It has the sanction of the Committee 
on Ways and Means, except in the case 
of a motion to recommit, which is al-
ways reserved as a right to the minority 
Now, I do not know how much time 
my colleagues have devoted to studying 
this bill or how much attention has beer 
given to It. I am sure my good friend, 
the gentleman from Indiana (Mr. MAD-
DEN], has studied it very carefully, but 
frankly I do not know all that is in thii 
bill and I cannot answer all the ques-
tions that might be asked about it. Z 
am not sure there is anybody in the 
Rouse who can answer all of the ques-
tions that might arise in connection with 
this legislation. There are 296 pages in 
this bill. The report alone contains 264 
pages. I cannot help but wonder in my 
own mind as to why the great haste. 
We were asked to rush it through the 
Committee on Rules and it was rushed 
through the Committee on Rules with 
a day and a half of hearings. It was 
reported out of the Committee on Ways 
and Means as it is in its present form 
without hearings on many sections of 
the bill, some of them being the mo6t 
Important part of It I cannot help but 
wonder why the haste. The insurance 
and medicare provisions of this bill will 
not become effective until a year from 
next July. The Increased benefits to 
those now on the social security rolls 
will be retroactive to last January 1. 
That is helpful and can be handled very 
quickly and should have been handled 
last year. There is a great deal of mys-
tery to me about this bill, and why it 
la before us in Its present form. I still 
do not understand—and I have been In 
Congress for a long, long time—all of 
these things that are going on. This is 
a great piece of machinery—this legis-
lative machine here on Capitol* Hill— 
and we have had this bill or a bill like it 
before the Committee on Ways and 
Means for a great many years 
In fact, this particular type of bm has 
been before the Committee on Ways and 
Means since 1955. Tear after year and 
Congreas after Congress, the Committee 
on Ways and Means, substantially eon-
atltutcd aa It la now, has failed and re-
fused to report a medicare bill or to 
endorse the philosophy and the program 
that Is outlined In this measure. Then 
suddenly the committee comes out with 
a bill that covers the waterfront Aa 
eomebody described it, It provides tor 
every situation from the cradle to the 
grave. 
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As X understand It, there art three or 
perhaps four important divisions of this 
bill which me have to consider. Toward 
one part of the bill there is no argu-
ment. That is the part which X think 
tvcryone favors. It is the psrt that gives 
an Increase of 7 percent across the board; 
with a minimum of M a month, as an in* 
crease in social security benefits to those 
Bow on the social security rolls. It would 
enlarge the coverage to give greater pro* 
lection to widows and children and to 
certain disabled persons. That section 
of the bill has a unanimous report from 
the committee, X believe, and perhaps 
will in the House. 
Another section of the bill applies to 
hospital and nursing home cart. This 
will be furnished under social security 
and paid for by increased social security 
taxes. 
Another section of the bill will estab-
lish for the first time a new system of 
Voluntary medicsl insurance, by which 
Individuals over 65, either by having $3 a 
month deducted from social security 
benefits or by paying $3 into a Federal 
fund, can be protected against certain 
medical or surgical expenses and other 
expenses not covered by the medical cart 
section of the bill 
Finally there is another section of the 
bill which will not only increase social 
security taxes to a total of 11.2 percent. 
paid by the employer and employee 
equally, but additionally will Increase the 
amount of income taxable for social se-
curity purposes first to $5,600 and then 
to $6,600 per year in order to help finance 
this program. 
The total program, as X understood 
the testimony before the Committee on 
Rules, would carry an additional cost of 
$6.2 or $63 billion. No one is certain in 
his own mind what the cost will be, be-
cause it is now a matter of conjectures 
and estimates. 
The real debate and discussion sur-
rounding this bill in the Committee on 
Ways and Means and elsewhere Is 
whether or not we should embark upon 
a new program of paying hospital and 
nursing home benefit* through social se-
curity or whether it should be under 
come other, separate, system. 
The gentleman from Wisconsin IMr. 
Bnitxsl, the ranking member of the 
Committee on Ways and Means, has 
sponsored a bill, HJR. 7057, which pro-
Tides for all hospitalization, nursing 
home cart, or medical and surgical care 
to be financed through a voluntary sys-
tem with a charge levied against the 
person receiving the benefit, and paid 
.partially cut of the Federal Treasury 
rather than from the payrolls of the 
employers of the Nation. The bill will 
fee offered not as an amendment, be-
cause this rule will not permit the of* 
fcrlng of any amendments, or debate 
except In a general way. It will be of* 
fered as a motion to recommit. 
Z ouggest that cartful attention be 
given to the bill Itself, because It Is a 
wery involved piece of legislation. I also 
ouggest Close attention fee directed to 
the motion to recommit. 
'• Mr. Speaker, let me say lust one ether 
word In conclusion. Today about 
half of the ease mall the average 
gresslonal office receives deals with so-
cial security cases. If this bill is passed 
In Its present form, became of Its intri-
cate and wide coverage, 2 predict here 
and now that we will need that fourth 
ofDce building and additional staff just to 
answer the inquiries on social security 
matters. 2 can see ahead of us a great 
deal of inquiries from people who believe 
this legislation is going to give them 
benefits much greater than a careful 
study of the bill will convince you that 
it does give them. It does not give the 
people what they believe they are going 
to receive. 
2 want the Members to listen carefully 
to the debate concerning the cost to 
the individual recipient, as well as the 
cost to the taxpayers for the two pro-
grams. 
Mr. OROSS. Mr. Speaker, will the 
gentleman yield? 
Mr. BROWN of Ohio. I yield to the 
gentleman from Iowa. 
Mr. OROSS. 2s the reason for this 
gag rule the fear on the part of the 
majority of the Committee on Ways and 
Means and the majority of the Com-
mittee on Rules that the House would 
Improve the bill, or is it notice to us that 
we are Incompetent to deal with the 
bill? 
Mr. BROWN of Ohio. Well, 2 am 
never sure why some people insist on 
having closed or gag rules. I have never 
believed In them, and Z will permit the 
gentleman from Iowa to judge for him-
self the reason. 
Mr. Speaker, 2 yield such time as he 
may consume to the gentleman from 
New York IMr. FZKO), 
Mr. FINO. Mr. Speaker, over the past 
12 years, on numerous occasions. 2 have 
spoken on the floor of this House to urge 
that we liberalize and humanize our so-
cial security system. 2 have introduced 
bills which would accomplish these re-
sults. While we have made progress in 
improving the system, 2 feel that we 
have not gone far enough in eliminating 
many unjust features still in the law. 
Today, this bill—the Social Security 
Act of 1965—is more than a milestone-
it is a landmark in the field of welfare 
and enlightened social security legisls-
tlon. We all know that this bill U long 
overdue, especially the section which 
provides health insurance for the elderly. 
The legislative process is often long, and 
the wheels have turned slowly in this 
case, but as a result we can be sure that 
a good, carefully drawn bill has been pro-
duced. 2 will vote for it gladly with a 
relieved mind. 2 have been especially 
concerned about the problems of the 
elderly for many years. 2 know what a 
lengthy Illness can do to precious, and 
essential savings. 2 know that too many 
of our elderly citizens fear the first signs 
of illness, because they art afraid they 
will not be able to pay the resulting bills, 
and will have to turn to some form of 
public assistance for relief. We owe the 
elderly more than this anxiety about 
their financial security, an anxiety which 
will increase as the cost of medical cart 
Uses. The Soda! Security Act of IMS 
will give our dtisens over §5 some meas-
ure of the economic security they de-
The bill establishes two coordinated 
health insurance programs for persons 
65 or over. First, a basic plan, which 
will provide protection against the costs 
of inpatient hospital services, posthospl-
tal extended care, home health services, 
and outpatient diagnostic services. The 
bill provides for a deductible which the 
patient pays, and limits the days of ill-
ness which will be covered by the plan in 
any spell of illness. 
This basic plan will be financed 
through a separate payroll tax and a 
separate Federal hospital insurance trust 
fund. Benefits for persons currently 
over 65 who are not insured under the 
social security or railroad retirement sys-
tems will be financed out of Federal gen-
eral revenues. 
The proposed Social Security Act also 
establishes a voluntary supplementary 
plan which would cover a substantial 
part of the cost of physicians' services 
and numerous other mecbcsl and health 
services. After an annual deductible of 
$50 has been paid by the patient, the plan 
would cover 60 percent of the patient's 
bill. Individuals who enroll initially in 
the plan will pay premiums of $3 a 
month, which will be deducted where 
possible from their social security bene-
fits. The proposed 7-percent, across-
the-board increase in benefits which is 
also contained in the bill would more 
than cover the monthly premiums for 
this voluntary health insurance. The 
Government would match the premium 
with $3 paid from general funds. To the 
greatest extent possible, the benefits will 
be provided through contracts with car-
riers who will administer the program. A 
State would be able to buy into the plan 
for its public assistance recipients who 
art receiving cash assistance. This, of 
course, would be an advantage both for 
the State and for the individuals con-
cerned. 
How that we have the bill before us we 
can see that dire warnings about spiraling 
costs were unfounded. The wage base 
will be increased to $5,600 a year begin-
ning January 1,1966, and to $6,600 effec-
tive in 1971—a step many people have 
long advocated, and the increase in the 
payroll tax rate for both employer and 
employees will only be one-half of 1 
percent until 1972. after that rising 
slowly until in 1987 the health Insurance 
portion of the tax will be four-fifths of 1 
percent. This is certainly a reasonable 
cost for the increased benefits all of us 
will enjoy. 
We must pass this legislation without 
delay. Hearings have been held twice 
in the past few years, and certainly no 
bill has aroused so much support in the 
country as a whole. The aged are an 
increasing proportion of the population— 
their problems will be the problems of 
all of us. unless something is done to help 
them. This legislation moves many 
steps in the right direction. 
However, 2 have been disappointed that 
the bill has not included a general re-
form of the social security system. Cer-
tainly 2 support the changes which have 
been made. But 2 would go a great deal 
farther along the path to an equitable, 
logical system. The bill provides a 7-
percent, across-the-board benefit In* 
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crease, effective retroactively beginning 
with January 1963. Certainly this In* 
crease Is long overdue—social security 
benefits have fallen far behind the rising 
cost of living. In aplte of the urglngs of 
those of us who are aware that the aged 
have not been allowed to ahare in our 
growing prosperity. My bill, HJt 4774, 
provides for a 10-percent, across-the-
board Increase in benefit*. X feel that 
this mould supply a much more adequate 
amount for the millions of beneficiaries 
who are barely able to meet the price of 
necessities with their present benefits. 
My bill H i t 2606 would Increase the 
minimum amount of monthly Insurance 
benefit payments to $50 whereas the 
present 6oclal Security Amendments of 
1965 would increase the minimum to 
only $44. It Is hard to believe that any-
one could consider $44 a month a decent 
Income. Certainly my bill Is consider* 
ably more realistic In providing a more 
reasonable sum for those who must try 
to live on their social security benefits. 
The Socisl Security Act of 1965 also In-
cludes a provision to provide benefits, at 
an actusrily reduced level, to widows at 
age 60. The justification for this Is obvi-
ous: widows, often left alone when they 
are older and unable to support them-
selves becsuse cf a lack of modern skills, 
need the Income which social security 
benefits would give them. However, my 
bill. HJR. 4169, would provide that a 
widow under retirement age may con-
tinue to receive mother's Insurance bene* 
fits at a reduced rate even though none 
of her children are under 18. This would 
especially benefit those widows In their 
late forties and fifties who have spent 
their time and energy raising a family, 
and then are suddenly left without any 
other Income than their comparatively 
foung children can provide. It seems 
only fair to provide these women with a 
measure of economic security. 
I also suggest that It is time that the 
retirement age was lowered to keep up 
with the demands of our modem econ-
omy. The unemployment rate remains 
comparatively high, and many young 
men and women Just out of school are 
unable to find Jobs. Men and women 
over 60 sometimes need to retire: their 
health is not good, or they have other 
pressing reasons why their Jobs have be-
come too much for them. It Is only 
logical to provide for these different 
weds. My bill. RJR 1693. would give 
full benefits to men at age 40 and women 
Ot age $5. 
At the eery leagt. I feel that we should 
eliminate the penalty—the ectuarlly re-
duced benefit—which prevents many men 
and women who would be helped by re-
laxation of retirement from leaving their 
Jobs at age 62. Just this small step, 
which would be relatively Inexpensive, 
would have a beneficial effort on our en* 
tire ooonomy. -
The bill liberalises the eocial security 
oamed income UmiUUons so that the 
uppermost limit of the band of II re-
duction in benefits for 12 in earnings 
Is raised from $1,700 lo $2,400. Although 
this Is a change for the better. I have 
vrged that the so-called retirement test 
should be eliminated altogether. St pre-
fsntssaany well-qualified and eager men 
and women from holding any but the 
smallest kind of part-time Job. Cer-
tainly It is wasteful to prevent such val-
uable human resources from working 
at whst they arc most suited for: retire-
ment should be completely voluntary, 
and social security benefits, which hsve, 
after all. been earned, should not depend 
on an arbitrary earnings Income maxi-
mum. 
For the past 10 years I have Intro-
duced a bill mhich would extend coverage 
to dependent brothers and sisters of an 
Individual who dies fully Insured. At 
present, these people, who are unable to 
support themselves and may be con-
siderably older than the working mem-
ber of the family, have no way of obtain-
ing benefits if their sole means of sup-
port dies. They must often hsve to turn 
to public assistance. It Is unfortunate 
that an Individual who supports his 
brother or sister has the added worry 
about what will happen to them if he 
dies. 
A long-needed reform of the social se-
curity system has not been Included In 
this bill. Federal employees should be 
allowed to Join the social security pro-
gram: at present, they are discriminated 
against for no logical reason. 
Despite the shove points, I am strongly 
in favor of the bill. It contains many 
provisions which I have suggested for 
many years. For 12 years I have In-
troduced bills to provide for the pay-
ment of children's Insurance benefits up 
to age 22 if they are attending school. 
At present, children's benefits are cut 
off when they reach the age of 18. This 
prevents many of them from attending 
college or vocational schools, or. In some 
instances when the mother Is In finan-
cial need, even finishing high school. 
Children of deceased, retired, or disabled 
workers would be included as long as 
they are full-time students in school. 
By age 22 the great majority of these 
children will have finished their educa-
tion and will be ready to support them-
selves. This change Is certainly essen-
tial if we are to succeed In the American 
Ideal that every child shall have the best 
education for which he is suited. It has 
been estimated that 205.000 children will 
benefit under this provision In 1045. 
I am also pleased that cash tips have 
finally been included in the definition 
of wages. This reform is long overdue; 
for years service workers, who receive a 
third or more of their income in tips, 
have been entitled to only relatively 
snail social security benefits. This 
change will insure them benefit* more 
comparable to their actual earnings in 
the years in which they were employed. 
Employers. In determining wages, always 
take possible tips Into account, and as a 
consequence the wage will be low. 
Many other provisions are worth 
noting. The Federal share of payments 
under all State public assistance pro-
grams Is Increased a little more than an 
average of $2.60 a month for the needy 
aged, blind, and disabled. The bill also 
removes the present restrictions on Fed-
oral matching In public assistance pro-
grams for needy Individuals who are tu-
bercular or psychotic and are In general 
medical institutions. This should help 
both the Individuals and the hospitals 
Involved. 
The Social Security Act of 1065 also 
improves and extends the Kerr-Mills 
program. The bill would establish a 
new title of the Social Security Act to 
extend the advantages of an expanded 
medical assistance program not only to 
the aged who are Indigent but also to 
needy individuals or the dependent chil-
dren, blind, permanently and totally dis-
abled programs, and to persons who 
would qualify under these programs U in 
sufficient financial need. Kerr-Mills 
has been found to be a useful way to pro* 
vide for the basic medical needs of peo-
ple who desperstely need financial help. 
This section of the 1065 bill would make 
medical assistance available to more 
people who need it. 
These social security amendments will 
Indeed have far-reaching effects. They 
mill Improve the living conditions of IS 
million beneficisries; they will begin the 
vitally Important task of providing 
health Insurance for all aged Americans, 
whatever their financial conditions. 
With the passage of this bill we will be 
facing up to the economic realities of 
our time and adding a measure of se-
curity to our socisl security system 
which is in line with those realities. At 
the same time we will be helping to re-
lieve the consequences of tragedy in mil-
lions of American homes. I am happy 
to support this bill. 
Mr. BROWN of Ohio. Mr. Speaker. 
I yield 5 minutes to the gentleman from 
Missouri (Mr. BALL}. 
Mr. HAUL Mr. Speaker, I am appear* 
ing before this House as a physician in 
the Congress to avoid an act of omission, 
to point out that the rule. House Resolu-
tion 322 making In order HJt. 6676, as 
has been stated by the gentleman from 
Ohio (Mr. BSOWNI. has no proved need. 
but at the same time realizing the facts 
of life and the weight of the Congress to 
object to no amendments and no points 
of order from the floor. 
Furthermore. I urge gupport of the mo-
tion to recommit with Instructions to 
strike all after the enacting clause and 
bring back forthwith as a substitute HJt 
7057. 
How, Mr. Speaker, the speculation of 
the gentleman from Indiana and his non-
valid personal opinion concerning many 
matters other than the rule before us are 
old saws, worn red herrings being drawn 
across the trail, that hardly deserve the 
dignity of acknowledgment. But I sub-
mit that this Is not the time when we 
should use the whipping boy of various 
organisations to bring the physiognomy 
and visage to a gtate of "color rubra" by 
our various expressions in an effort to 
kick or knock down legislation that will 
change the state of the Nation. 
Mr. Speaker, the majority have the 
power in this Congress to do that which 
It wishes and there Is no argument about 
that So let us not better again the old 
worn Image of the physicians of America 
who simply want to take care of people 
In the best possible way for those people. 
Mr. Speaker, it is an wrror to stand 
here and quote Whltaker and Baxter as 
the AMA consultant public relations 
special!** since. Indeed, they have not 
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worked for the AMA nor been retained 
by it In any manner or means since the 
Wagncr-Murray-DJngeU bill of 1947. 
We are this out-of-dtte in some of the 
statements and the acts of collusion 
about this organization which, indeed, 
has been refused television rights in its 
expression and its desire and its own way 
to get to the public the hoax of the 
political promise m hJch, indeed, made the 
administration itself realise that it could 
not live with the promise of H JL1 made 
before election time. 
This service was rendered, and prop-
trly so. by organlied medicine. X will 
leave to the author of the Kerr-Mills 
Act the statement that only seven Bute* 
have Joined in putting that through 
their Bute assemblies. Surely that will 
be corrected to the figure of 44 States 
and Territories of our 54 of same, now 
participating in one degree or another 
In the existing law of the land, the Kerr-
Mills Act. This has been done in spite 
of opposition from Federal agencies and 
with the support of medicine and in-
surers. 
The bill now before this Bouse Is a 
bill that was produced in executive ses-
sion. No public hearings were held In 
the gfth Congress, thu* denying the 
public and Members of Congress the 
opportunity to become familiar with this 
multlpaged bill and the report thereon* 
Even though the administration bill 
cannot be Implemented without the co-
operation of physicians, this bill was 
drafted with no regard for the opinions 
and comments of those who will be ex-
pected to furnish services. 
The hospital. State, and Federal eval-
uation and control committees cannot 
work without the wholehearted and In-
terested support of the organizations 
and persons most expertise in patient-
hospital turnover, and most shunned In 
developing this hodgepodge bill. 
For the same reason—that Is. closed 
bearings—2 object to a closed rule. Aa 
bad as It may be to write legislation on 
the floor. It Is better than by a small, 
freighted, and—yet. prejudiced—logic-
tight group. 
This Bouse Is considering a mle for 
10 hours of debate. This Is a serious 
swatter, and change of the entire con-
cept of medicine for our Nation Is at 
band. • 
Recent polls prove the people are un-
aware of the bill's content and at least 
these debates will be followed by the 
*rws media and the people aa the House 
works Its vttL 
* I would hate preferred, and did urge 
before the Committee on Rules, a rule 
for 10 to 10 hours of debate equally dis-
tributed, for full discussion and en-
lightenment here and across the Nation. 
Mr. Speaker, the basis for sjuality 
twedieal care Is the voluntary relation-
chip between the doctor and patient. 
This would begin to disappear as the 
Oovernment supplants the Individual as 
the purchaser and provider of health 
services. For the first time this bill pro-
wldes service benefits In Ucu of cash bene-
•t*. 
Are we to tell the people of America. 
the senior dtisens. that they era saot 
capable of determining this matter aa 
against a ribbon clerk here In Washing-
ton? The result will Inescapably be 
third-party Intrusion In the practice of 
hospitalization and medicine. The phy-
sicians judgment would be open to ques-
tion by others, not responsible for the 
patient's well-being. His diagnostic and 
therapeutic decisions would be subject to 
disapproval by those controlling the ex-
penditure of tax money. 
The abuse factor will fill hospital beds, 
and private patients will be denied or de-
layed in admission to the end that wait-
ing lists will build up, and another costly 
crash program of hospital construction 
will ensue. 
As physicians and health facilities be-
come more and more subject to interven-
tion In their work by Government em-
ployees, a decline of professionalism will 
be certain. 
America today has the finest physi-
cians In the world, a fact frequently 
demonstrated over the last decade when 
the Nobel Priies have been handed out. 
by your life expectancy, by those seeking 
graduate training in this country, or the 
Anthony Edens, the Dukes of Windsor, 
the Orsce Kelly Rainiers, and many 
others who come here for medical and 
surgical care. 
This is not merely a controversy over 
whether Federal Oovernment should tax 
one group of citizens to provide health 
care benefits indiscriminately, regardless 
of need, to another group. This is not 
merely a disagreement over the best 
means of providing health care for our 
older citizens. Rather, this conflict is 
testing whether art and science of medi-
cine will be permitted to trow and 
flourish in freedom, and competitively, or 
whether progress In medicine will be 
stunted and shriveled by an excess of 
Oovernment control. Its adoption would 
be another downward step toward loss 
of freedom of choice. 
It Is not the doctors who will suffer 
under this bill, insofar as their economic 
standing Is concerned; physicians' In-
come would probably be more assured, 
not less, if the administration's bill Is en-
acted. It Is principle, freedom, research, 
and private insurers who will suffer. 
The substitute bill. Hit. 7057, U a vol-
untary approach to the problem, and It 
will Insure the retention of the high 
quality of medical care for which Amer-
ica Is better known than any other na-
tion on earth. 
Mr. Speaker, for the reasons and con-
siderations stated X strongly believe the 
resolution should be voted down. 
Mr. MADDEN. Mr. Speaker. X yield ft 
mlnutea to the gentleman from New York 
tMr.KaocHl. 
Mr. KEOOH. Mr. Speaker, this Is a 
day which many of us have long awaited. 
This date will take a historical place 
In the annals of constructive legislation 
enacted by the Congress In this century. 
Just as Is true of all the treat eocial 
advances which have been accomplished. 
It has taken a number of years and much 
energy and effort to reach this point. Xt 
has. indeed, taken the sincere and per-
severing- efforts of awany outstanding 
•sen and women. 
This momentoue and historical legis-
lation which we are about to consider n 
a monument to the brilliance, the wis-
dom, the leadership and, Indeed, the out-
standing statesmanship of the great and 
learned chairman of our Committee on 
Ways and Means, the gentleman from 
Arkansas. From its inception In 1788, 
the Committee on Ways and Means has 
been chaired by many truly able and 
dedicated men, but X can say with con-
fidence and comfort that that great com-
mittee has never had a greater and more 
able or more dedicated chairman than 
the gentleman from Arkansas, WXLSUI 
DAICK MILLS. 
X constantly marvel at his displays of 
truly brilliant qualities of statesmanship, 
and in this bill which will take its place 
alongside the original Socisl Security Act 
we have another example of what can be 
accomplished by such a dedicated and 
able legislator. 
Those of us who have been privileged 
to sit by his side on the Committee on 
Ways and Means during the past months 
and years are deeply aware of those 
Qualities which make him such a leader. 
Xt is only through this experience, per-
haps, that one can really appreciate the 
many seemingly insurmountable prob-
lems through which he has guided the 
committee to acceptable and sound solu-
tions. The legislation which we will con-
sider is illustrative of this point. With 
such leadership the Nation Is In sound 
hands. 
Mr. Speaker, may X pay a highly de-
served tribute to the ranking Democrat 
on the committee, the gentleman from 
California, our colleague I Mr. KntcL 
who has been In the forefront of the 
fight for adequate medical care for our 
senior citizens for many years. In addi-
tion to earlier measures, he sponsored 
H-K 4222 In the 87th Congress. Hit. 
3920 in the 88th Congress, and H Jl. 1 In 
this Congress, bill numbers which are 
familiar to all who have interested them-
selves in this subject. He deserves the 
highest commendation and gratitude of 
all of us The bill which will undoubtedly 
pass tomorrow by an overwhelming ma-jority will be a tribute to the deep and 
sincere compassion of the gentleman 
from California for the needs of our sen-
ior citizens. 
Mr. Chairman, may X also observe that 
many members of the Committee on 
Ways and Means made meaningful con-
tributions to the development of B i t 
•675. This bill U representative of the 
legislative process Its many provisions 
bear the marks of those who have studied 
long and assiduously the many facets of 
the problems involved Tb my oolleegues 
on the committee X express my appre-
ciation for the very fine contributions 
which they have all made to this legiala-
tlon. 
Finally, wt would not be here mechan-
ically or ao well prepared. Mr. Speaker. 
were it not for the devoted dedication to 
duty of the chief counsel of the Commit-
tee on Ways and Means. Leo B. Irwin, 
the assistant chief counsel. John M. 
Martin. Jr., the minority counsel. Wil-
liam B. Quealy. and our special assistant 
with respect to this bill, from the library 
Of Congress. Fred Arner. 
Mr. Speaker, much has been amid of 
the time oonsumed In the bearings be-
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fore the Ways and Means Committee. 
Let It be noted In the RSCOUD at this 
point that In this and the 4 preceding 
Congresses the Committee on Ways and 
Means has held public hearing• compris-
ing 46 days, at least 641 witnesses who 
appeared In person and were subjected 
to cross-examination and whose testi-
mony has been reduced to 13 volumes, 
comprising some 7,60? pages. Many 
hundreds of additional statements were 
submitted for these printed records. 
In addition thereto, the Committee on 
Ways and Means has consumed at least 
?7 days—both morning and afternoon— 
In executive session during this period on 
this subject 
I would point out In addition, Mr. 
6peaker( we have a\allable on the com-
mittee table and in this Chamber, 2 
Volumes of printed executive hearings 
conducted In this session comprising 
nearly 900 pages of the testimony of rep-
resentatives of such groups as the Ameri-
can Hospital Association, American 
Medical Association, Blue Cross, Blue 
Shield, the Insurance Industry* and ao 
forth. 
So, Mr. Speaker, when the Rouse 
adopts the pending resolution, which it 
most certainly will, the Committee of 
the Whole mill, In my opinion, witness a 
debate In the finest traditions of the 
Bouse, which debate will be dominated 
by the towering figure of the greatest 
legislative master of them all, the gentle-
man from Arkansas, and in mhich he will 
be Joined by the seemingly confident, ob-
viously conscientious, but fortunately 
outnumbered minority led by the tal-
ented gentleman from Wisconsin. 
Mr. Speaker, on the morrow, too. when 
the evening shadows lengthen, as life has 
for ao many millions of our elder citizens, 
this bill will pass, and to and of jour 
Bouse. Mr. Speaker, those millions of 
grateful Americans will aay, "Well done; 
well done." 
Mr. MADDEN. Mr. Speaker. X yield 
10 minutes to the tentleman from Flor-
ida !Mr. Pirrat). 
Mr. BOOOS Mr. Speaker, will the 
gentleman yield? 
Mr. PEPPER. X yield to the gentle-
Mr. BOOOS. Mr. Speaker, before the 
distinguished gentleman from Florida 
begins his statement. X would like to aay 
that the gentleman from New Tork (Mr. 
KSOCMI made a very fine statement and 
be passed out some well-deserved credit 
to this magnificent piece of legislation. 
Be. of course, was modest and not able 
to tell of the very, very aignlftcant role 
be has played over the years In bringing 
this legislation about. X know of no 
Sun who has worked harder or diligently 
or more effectively and more ably ao this 
hgialation than the gentleman from Hew 
YorkfMr.booa). 
Mr. PEPPER. Mr Speaker, the poet 
Browning aaid: -
wtta ma! 
Tbt Nat Is yet to be. 
fbe Ittt of ttft. far which tbe t m was 
Mr. Speaker, what this Bouse X believe 
Bill do within the next g days will con-
tribute much to tbe realisation of that 
Within the last 1 weeks, Mr. Speaker, 
this House shall have made history In 
the pa.VhAKC of a bill opening doors of 
educational opportunity far exceeding 
anything ever known In this blessed 
land; and X hope by the end of tomorrow, 
we mill have enacted this legislation 
which will remove the specter of fear 
Of Illness from the 19 million citizens of 
our country 65 years of age and over 
and remove the concern from the hearts 
of their children that a 60-day hospital-
isation would—if It did not Jeopardise 
their very homes—probably exhaust 
their savings and impose upon them In-
debtedness burdensome for years ahead. 
We all know, Mr. Speaker, that the 
Income of the aenior citizens of this 
country Is much below the Income of 
younger people, active In their occupa-
tions and earnings. For example, only 
about 20 percent of the aged have suf-
ficient Incomes to pay Income tax. Of 
the aged who are on social security, all 
but about one-fifth rely on social secu-
rity benefits as their major source of con-
tinuing retirement Income. 
In respect to assets, the picture Is no 
more favorable. The average financial 
assets such as bank accounts, securities 
and the like. liquid assets, are of no aig-
nificant value as far as the aenior eiti-
aens are concerned. 
In 1962, half of the aged couples of 
America had financial assets of less than 
61,350 and half of the nonmarrled aged 
bad less thai* $400 of financial assets. 
Now, Mr. Speaker. If one of these 
aenior citizens with that inadequate In-
come and with that kind of financial 
assets had to go to a hospital for 60 
days—who would pay the bill? They do 
not have the money. It Is not currently 
available from any other public aource 
except the charity of the cities and 
counties and private Institutions and 
private individuals and relatives of these 
aenior citizens. 
In my own district, the story was told 
me a little while ago of a eon going into 
the home of his aged mother. When he 
approached the front door he could hear 
her gasping for breath. He rushed in. 
It was the aftermath of a recurrent 
heart attack and he aaid. "Mother. I 
must rush you to the hospital." 
In her faltering way ahe aaid, 1 do 
not have the money to go to a hospital.9* 
Be aaid, "Mother, they will take you at 
Jackson Memorial Bospltal and In the 
hospital you will be provided for." She 
aaid. "I do not want to be a charity 
patient in Jackson Memorial Hospital." 
And that faithful eon aaid. "All right. 
Mother, my wife and I will mortgage our 
home to keep you out of a charity ward 
and to give you the hospital care which 
you require.9* 
Imagine bow light win be the hearts 
Of the senior citizens of America, as a 
result of having the assurance that 
Without burdening their children, with-
out being charity patients In local hos-
pitals, without baying to rely upon the 
bounty of their children or their 
friends, they can go to a boapital for 60 
Says for one spell of illness, under this 
bill, and get the care that they require. 
We have not only provided that assur-
ance af boapita] ears for 60 day s for each 
spell of illness, which may be repeated, 
upon the certificate of a physician, after 
a lapse of another period when they have 
been out of the hospital, another 60 days, 
and so on, as long as their health needs 
require. But this bill goes further and 
for the first time provides medical serv-
ices also for those over 65 who are 111. 
How will that medical service be paid 
for, primarily? Those who are retired, 
drawing aoclal security benefits, will get 
a minimum of $4 per month under this 
bill, under the 7 percent across the board 
Increase In their social security bene-
fits; ao they will get more than 63. If 
they will voluntarily enroll for medical 
care under this bill, the Oovemment will 
withhold $3 it otherwise would give the 
individual, match that with another 63. 
and buy a 66 a month medical insurance 
policy to cover the individual, giving 
surgical services, medical services, diag-
nostic and therapeutic services, home*. 
care treatment and attention and other 
benefits. 
What a wonderful package it is. there-
fore, thst we will make available to the 
aenior citizens of this land. 
There will be an attack, as there have 
been attacks in the past, upon the pay-
ment of these aoclal security taxes by 
the younger workers. But the figures 
ahem* that out of every aenior couple in 
this country, at least one of the couples 
has to go to a hospital for at least once 
in the remaining days between retire-
ment and death, and the average hos-
pital cost is 6600 to such an individual 
This Is more than the average any 
worker will ever pay. 
So the children of the aenior dtisena. 
the mothers and fathers of America, will 
have assurance that the budren of that 
60-day illness of their parents, or what-
ever It may be. will not be upon them 
and that they will have their principal 
hospital and medical expenses provided 
for when they reach age 65. 
Mr. Speaker, there are things which 
remain to be done. We do not provide 
In this bill for the aged chronically ill, as 
the committee well recognizes. I hope 
that will be one of the challenges of the 
future, and that we may find a way for 
those who have to stay in a hospital or 
a nursing home for a longer time than 
allowed by this bill will be succored while 
In that period of illness and confinement. 
Mr. Speaker, In this legislation we 
deal with nothing less precious than the 
lives and the health, not to apeak of the 
happiness, of the mothers and fathers 
of our land. One of the commandments 
aays "Honor thy Father and thy Mother.*9 
I know of no way we can better honor the 
fathers and the mothers of America— 
those who have borne the burdens of a 
feneration, faced or been willing to face 
the enemy In war, borne the problems of 
a nation In peace, and developed a 
mighty land than to provide a program 
ao that they will not feel, when they oome 
to the end or almost the end of the day 
of life, that they are neither neglected 
nor forgotten. I feel that this bill does 
honor and does Justice to the mothers 
and fathers of America. 
The rule Is fair. X hope It will be 
adopted and that by the and of tomor-
row this monumental legislation will 
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become another of the flortoue acts of 
this treat Rouse. 
Mr. MADDEN. Mr. Speaker, X move 
the previous Question. 
The previous question was ordered. 
The SPEAKER. The auestlon Is en 
the resolution. 
The question was taken and the 
Speaker announced that the ayes ap-
peared to have It. 
Mr HALL. Mr. Speaker, X object to 
the vote on the ground that a Quorum Is 
not present and make the point of order 
that a quroum Is not present. 
The SPEAKER. The Chair will 
count, tAfter eountinf.] Two hundred 
and el*hteen Members are present, a 
quorum. 
Mr. HAUL Mr. Speaker havinf exer-
Cised due process, X wish to do the same, 
and X now demsnd the yeas and nays. 
The yeas and nays were refused. 
The SPEAKER. The question la on 
the resolution. 
The resolution was afreed to. 
Mr. MILLS. Mr. Speaker. X move 
that the House resolve itself Into the 
Committee of the Whole House on the 
State of the Union for the considera-
tion of the bill (H.R. 6675) to provide a 
hospital insurance profram for the ased 
under the Social Security Act with a 
tuppi'emenUry health benefits profram 
and an expanded program of medical 
assistance, to increase benefits under the 
old-age. survivors, and disability insur-
ance system, to Improve the Federal-
State public assistance proarams, and 
lor other purposes. 
The motion was afreed to. 
Accordinf ly, the House resolved Itself 
Into the Committee of the Whole House 
on the State of the Union for the con-
federation of the bill Hit. §475, with Mr. 
Dxncnx In the chair. 
The Clerk read the title of the bill. 
By unanimous consent, the first read* 
taf of the bill was dispensed with. 
Mr. MXLL8. Mr. Chairman, X yield 
myself 1$ minutes. 
Mr. Chairman, we are befinninf the 
oonalderation. In Committee of the 
Whole, of H-R. §675. a bill reported by 
the Committee on Ways and Means after 
consideration this year of many, many 
days in executive session involvinf a sub-ject matter that has been before the com* 
falttee for a number of years, a subject 
Butter on which the Committee on Ways 
and Means has conducted over the course 
Of that time more days of public bear* 
tofs than on any other matter within |he Jurisdiction of the Committee on 
• Ways and Means In the same period of 
time. This was pointed out by the fen-
tieman from Hew York IHi. KSOCH), 
#urlnf like debate ao the rule a few min-
Blaaaao. 
Mr. Chairman, the bill, H Jt 0075. to-
wolves some matters that have not been 
In bills submitted in prior years to the 
Committee on Ways and Means as a 
fang le packaf e or previously reported by 
the Committee on Ways and Means. 
It la significant, however, Mr. Chair* 
aaaa. that the bill, BJR. §§75. contains 
Ott except one of the provisions that were 
In the hoi last year that was reported 
tram the oommttue provldinf for aoeial 
security amendments and which the 
House passed by an overwhelminf vote, 
as I rccsll. with only eight Members vot-
ing against that bill. At that time the 
committee thought it advisable to Include 
a provision to permit firemen and police-
men under existinf State and local f ov-
ernment pension plans ao they could 
elect among themselves to come under 
social security. That provision was 
stricken by Senate action Jn the Finance 
Committee as it considered the bill last 
year and is not in this year's bill. 
Mr. Chairman, after we met with the 
other body in conference, we felt it was 
advisable for us not to include the provi-
sion this year on the basis of the feeling 
that prevailed within the conference on 
that mstter. But with that sole excep-
tion everything that you Members who 
were here last year and who returned to 
this Congress voted for in the social se-
curity amendments of last year is con-
tained in this bill. 
Mr. Chairman. I say there is material 
in it that was not in that bill. There 
is material in it this time that apparent-
ly is more controversial in nature than 
the material that prompted all Members 
of the House last year, aave eight, to 
vote for the bill. 
X believe with respect to that material 
which is in the bill, however, there seems 
to be more misunderstanding and more 
general statements of disapproval with-
out foundation and fact than we want to 
permit to continue after we discuss the 
bill throufh these 10 hours of feneral 
debate. 
Let me point out. Mr. Chairman, very 
briefly what some of the provisions are 
within the bill, most of which do not 
Involve any controversy whatsoever, for 
most of these provisions are in a bill 
that the distinguished fentleman from 
Wisconsin [Mr. Bvaxxs) introduced 
last week in his name that were not con-
troversial in the Ways and Means Com-
mittee itself to any treat extent. 
In brlnf inf to you the contents of this 
bill permit me to divide the bill into four 
parts, for each of these four parts con-
stitutes a separate subject matter for a 
monumental bill within itself. 
These four parts are. first, the part 
dealinf with the medical care of our 
elderly citizens; second, the part deal-
inf with maternal and child health, 
crippled children, and mentally retarded 
proa rams; third, the part revising and 
improving the benefit and coverage pro-
visions of the old-eac, survivors, and 
disability Insurance profram and. 
fourth, the part improving and expand-
inf the public assistance proframs 
themselves. 
How, let us return to the first of these. 
What, in a brief way. is the committee 
kill propoainf to do with respect to 
health Insurance and medical care of 
those over §4? The bill divides in that 
mpect into three parts. There is with-
in the bill what we have called a basic 
plan providina protection aaainst the 
ooat of hospital and nursing home oare. 
financed throufh a separate payroll tax 
and oainf a aeparate trust fund. 
The proposed baalc hospital insurance 
would be provided-oo the basis of a 
oettofi to title S of the act—for 
people aged 63 and over who are en* 
titled to monthly social security benefits 
or to annuities under the Hsilrosd Re-
tirement Act. In addition, people who 
are now aged 65 or will reach age 05 
within the next few years and who are 
not insured under the social security or 
railroad programs would nevertheless 
be covered under the basic plan. In 
July 1966. when the program would be* 
come effective, about 17 million people 
aged 65 and over who are eligible for ao* 
cial security or railroad retirement bene* 
fits, and about 2 million aged who would 
be covered under a special transitional 
provision, would have the proposed basic 
hospital insurance. 
Included under the special provision 
would be all uninsured people who have 
reached 65 before 1968. As to persons 
reaching 65 after 1967. they would have 
to have the Quarters of coverage that are 
indicated in the following table: 
Quarteti of coverage rtqutrtd for 04 5/ ouh 
benefit* as compared to Korpittl tatttr. 
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As indicated in the table, by 1974 the 
quarter coverage required for cash bene* 
fits and hospitalization insurance bene* 
fits will be the same and the transitional 
provision will phase out 
Together, these two froups comprise 
virtually the entire aged population. 
The persons not protected would be Fed* 
era! employees who retired after July 1. 
1960. and have had the opportunity to 
come under the liberal provisions of the 
Federal Employees Health Benefits Act 
of 1959. Others excluded would be 
aliens who have not been residents of the 
United States for 10 years and oertain 
aubveraives. 
Currently. 03 percent of the people 
reaching age 05 are eligible for benefits 
under social security or railroad retire-
ment and this percentage will rise to 
close to 100 percent as the profram ma* 
tures. Thus, over the long run tlrtually 
all older people will earn entitlement for 
the proposed hospital insurance. 
Persons entitled to benefits under the 
hospital insurance plan would be eligible 
to have payments made for inpatient 
hospital oare and for important addi-
tional benefits covering posthospital ex* 
tended oare, posthospital home health 
services, and oertain outpatient hospital 
diagnostic studies. 
Benefits would be payable for covered 
hospital and related health services fur-
nished befinninf July 1,1966. Posthos-
pital extended oare benefits would be 
affective January 1,1967. 
The second part of the medical pack* 
Me provides for a voluntary supple-
mentary profram provldinf and maklnf 
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available money for the payment of 
physicians* fees and other medical and 
health services, which would be financed 
through a smsll monthly premium paid 
by the Individual, equally matched by an 
amount from the genual fund* of the 
Treasury of the United Btatea. 
The voluntary supplementary plan 
would provide protection that builds upon 
the protection provided by the hospital 
Insurance plan. It would cover physi-
cians* services, additional home health 
Visits, care In ps>chiatric hospitals, and a 
variety of medical and other services not 
covered under the hospital insurance 
plan. The beneficiary would pay the 
first $50 of expenses he Incurs each year 
for services of the type covered under 
the plan. Above this deductible amount, 
the plan would pay 10 percent of the 
reasonable costs in the ease of services 
provided by an institution or home 
health agency and 10 percent of rea-
aonable charges for other covered serv-
ices, with 20 percent being paid by the 
beneficiary. 
Benefits under the supplementary 
plan would be provided for; 
First. Physicians' eervices. Including 
eurgery. consultation, and home, office, 
and institutional calls. 
Second. Medical and other health 
•errices. These would include: 
(a) Diagnostic X-ray and laboratory 
tests and other diagnostic tests; 
cb) X-ray, radium, and radioactive 
laotope therapy; 
Cc) Surf leal dressings, splints, casts, 
and other devices for reduction of frac-
tures and dislocations; 
(d) Rental of durable medical equip-
ment, such as iron lungs, oxygen tents, 
hospital beds, and wheelchairs; 
<e) Prosthetic devices (other than 
dental) which replace all or part of an 
Internal body organ; 
Cf) Ambulance aerrices with hmlte-
ttons; 
Cg) Braces and artificial legs, arms, 
and eyes. 
Third. Inpatient psychiatric hospital 
services for up to 00 days during a spell 
•f illness—eubject to a lifetime maxi-
mum of 110 days 
Fourth Borne health services for up 
to 100 visits during a calendar rear -
without a requirement of prior hospitali-
sation. 
The $50 deductible would be applied on 
a calendar year basis, except that ex-
Cnses the Individual incurred in the it S months of the preceding calendar 
fear would be counted as satisfying the 
deductible if they had been counted to-
ward the deductible in that rear. This 
apeclal carryover provision would avoid 
requiring persons with substantial costs 
at the end of 1 year to meet the deductible 
perhaps early in the next rear as though 
they had had no prior bills. 
The third part of this medical package 
results from the thinking In the Ways 
and Means Committee last pear and 
lanely consists of the tentative Ses-
sions that were taken at that time for 
Srmftint purpoata within the oommlttoe 
That has to So with the expansions 
S&d Improvement cf the existing pro. 
tram of medicaj assistance for the aged. 
We have made vary material 
ments within that program, permitting 
the States to continue to provide better 
benefits to more needy people and per-
mitting the Federal Government to as-
sist the States with respect to the financ-
ing of these beneftte. 
We have made provision, Mr. Chair* 
man, within the framework of that pro-
gram, to assist the BUtes not only with 
respect to the medical problems of those 
who are 65 and over, but we have made 
provision to help them with respect to 
the costs of the medical expenses for 
the blind, for the disabled, and for fam-
ilies with dependent children. These 
are now provided in some form or other, 
and under varying formulas in some 
five titles of the Social Security Act. 
We have grouped those into one pro-
gram, and we place that in the new title 
ol the Social Security Act. title XIX. 
The provision of medical care for the 
needy has long been a responsibility of 
the State and local public welfare agen-
cies. In recent years, the Federal Gov-
ernment has assisted the States and lo-
calities in carrying this responsibility by 
participating in the cost of the care pro-
vided. Under the original Social Se-
curity Act, It was possible for the States, 
with Federal help, to furnish money to 
the needy with which they could buy 
the medical care they needed. Since 
1950. the Social Security Act has au-
thorised participation in the cost of 
medical care provided in behalf of the 
needy aged, blind, disabled, and depend-
ent children—the so-called vendor pay-
ments. This method of providing care 
has proved popular with the suppliers 
of medical care, the agencies administer-
ing the programs, and the recipients 
themselves. 
Several times since 1950, the Congress 
has liberalized the provisions of law un-
der which the States administer the 
State-Federal program of medical assist-
ance for the needy. The most significant 
enactment was in 1960 when the Kerr-
Mills medical assistance for the aged pro-
fram was authorized. This legislation 
offers generous Federal matching to en-
able the States to provide medical care 
In behalf of aged persons who have 
enough Income for their basic mainte-
nance but not enough for medical care 
costs. This program has frown to the 
point where 40 States and 4 other Juris-
dictions have such a program and 237.-
000 aged were aided In December 1904. 
Furthermore, medical care as a part of 
the cash maintenance assistance pro-
frams has also grown through the rears 
until, at this time, nearly all the States 
make vendor payments for acme Hems 
cf medical care for at least aotne of the 
seedy. 
MM §675 la designed to liberalise the 
Federal law under which States operate 
their medical assistance programs ao aa 
to aaake medical aerrices for the needy 
more generally available. After an In-
terim period ending June 10, 1967, all 
vendor payments for medical care, In-
cluding medical assistance for the aged, 
would be administered under the provi-
sions of the sew title. Until June 10, 
lie?, States might continue operating 
wader the vendor payment provisions of 
title X, old-age assistance and medical 
assistance for the aged; title XV, aid to 
families with dependent children; title 
X, aid to the blind; title XIV. aid to 
the permanently and totally disabled; 
and title XVI, the combined adult pro-
gram, or If they wish, they might move 
as early as January 1, 1966, to the new 
title. Programs of vendor payments for 
medical care will continue, as now, to be 
optional with the States. 
X will pass to the second part of the bill 
as we have divided it this morning for 
the purposes of discussion. That has to 
do with services for the mentally 
retarded, and for the maternal and child 
health and crippled children's programs. 
There me have added to the amount of 
money that we will provide the 8tates 
from the Federal Treasury to assist with 
respect to these problems of our children. 
The third part of the bill dealing with 
amendments and improvements of the 
Federal old-age, survivors, and disability 
insurance program again has to be 
broken down, for there are eeveral very 
important amendments in this part of 
the bill. We are providing an acroas-
the-board Increase in the amount of 
benefits that we pay under social aecu-
rlty by 7 percent, with a minimum, so that 
no retired worker or widow, age 05 or 
over would receive less than a $4 In-
crease in his social security check. We 
are making that provision retroactive to 
the 1st of January 1965, because that 
was the date for the commencement of 
Increases In such benefits under the leg-
islation that passed both branches of the 
Congress last year, but did not emerge 
from the conference. 
Second, we are continuing benefits to 
children up to age 22, where now they 
discontinue at age 18. provided that the 
child is attending a school. We provide 
actuarially reduced benefits for widows 
at age 60. And we are liberalizing the 
definition of disability and providing for 
payment for the sixth month of the wait-
ing period for disability insurance bene-
fits. This to me is one of the more im-
portant elements within the amend-
ments to the old-age. survivors, and dis-
ability insurance program. 
We are for the first time providing to 
come 355.000 people 72 years of age and 
older what we call a transitional bene-
fit for people who have had—or their 
husbands have had—aome connection 
with the program but for aome reason 
or other not sufficient connection with 
the work force to qualify under the 
present more stringent eligibility re-
quirements We are providing for them 
this transitional benefit. There are 
about 355.000 of those people still living 
who would benefit. We are Increasing 
the amount an individual is permitted to 
cam and continue to draw aome part of 
his social eecurity benefit without losing 
all of that benefit 
There are many amendments to addi-
tion to those that X have discussed, in-
cluding the coverage of eelf-employed 
physicians, Including cash tips as wages 
for the purpose of eoclal eecurity. liberal-
ising the Income treatment for eelf* 
employed fanners, Improving certain 
State and local coverage provisions, ex-
empting certain religious groups op-
posed to Insurance, and revising the tax 
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oehedule and the oarntntt base eo as to 
fully finance these changes we ire mak-
ing , and thus assuring that these pro-
grams are going to continue to be main-
tained on an actuarially eound basis. 
The fourth point of the bill Is equally 
Important, equally important to those 
that are Involved and affected by It, for 
ttnder this part of the bill we are In* 
creasing the Federal matching share for 
the needy aged, the blind, the disabled, 
and families with dependent children. 
The bill provides for an Increase In the 
payments to public assistance recipients, 
effective January 1, 1966. The formula 
determining the Federal share of assist-
ance payments la liberalized by Increas-
ing the Federal proportion of the pay-
ments In the first step of the formula and 
by raising the ceiling on Federal sharing 
In the aecond step of the formula. For 
the adult categories—OAA, APTD, AB, 
and for the combined program for the 
aged, blind, and disabled—the formula 
is changed from twenty-nine thirty* 
fifths of the first $35 of the average as-
sistance payment to thirty-one thirty-
sevenths of the first $37 of the average 
assistance payment. The celling Is raised 
on the average payments from $70 a 
month to $75 a month. The provisions 
In the formula under titles I and XVI 
adding $15 to the celling for vendor 
medical csre payments in which there 
can be Federal participation and other-
wise recognizing medical payments are 
not affected by this formula change, ex-
cept that the steps of the statutory 
formula are rearranged to improve their 
equitable application. 
For the program of AFDC, the formula 
Change made in the bill would be from 
fourteen-seventeenths of the first $17 
of the average payment per recipient to 
five-sixths of the first $1$ of the average 
assistance payment. The celling Is raised 
from $30 a month to $32 a month. Un-
der the bill, there would be an increase 
In Federal payments averaging about 
$230 a month for the needy recipients 
In the adult assistance categories and 
an increase of about $1.25 a month for 
the needy children and the adults caring 
for them. The level of aid provided the 
Steedy Justifies this modest increase. 
We are eliminating limitations on 
Federal participation in public assist-
ance to aged individuals in tuberculosis 
and mental disease hospitals under cer-
tain conditions. We are affording the 
States broader latitude in disregarding 
certain earnings in determining need for 
aged recipients of public assistance. 
And we are making other improvements 
In the public assistance titles of the 
fecial Security Act. 
Let me briefly refer to the magnitude 
of this bill by looking to the soope of it. 
aaelng the numbers of people who are 
affected directly and Immediately by this 
legislation. 
Under the basic plan, that la voder 
the hospital insurance program for per-
sons aced €5 or over. It Is estimated that 
some 17 million Insured individuals and 
some 2 million Individuals who are not 
Insured under social security or rail-
road retirement would qualify on July 1. 
ISM. for protection against the coot of 
those hospital benefits that we make 
available under the basic plan. 
Then under the voluntary supplemen-
tary plan, It is estimated that of the 
*19 million eligible aged today, maybe 
10 to 95 percent will participate. This 
means approximately 15 to II million 
individuals would be benefited by that 
part of the medical program. 
The CHAIRMAN. The time of the 
gentleman from Arkansas has expired. 
Mr. MILLS. Mr. Chairman, X yield 
myself 10 additional minutes 
Under the medical assistance for the 
needy provision of the bill, we anticipate 
that some $ million people under State 
programs with the Federal Government 
assisting will receive medical protection 
and be benefited thereby. 
Then under the old-age, survivors, 
and disability insurance part, where we 
make amendments that 2 have referred 
to, there are 20 million people today 
who will receive increased benefits as 
a result of the 7-percent across-the-
board increase In their cash benefit 
payments. 
There are 295,000 children who will 
benefit under the provision allowing them 
to receive benefits when they continue in 
school up to age 22. 
There are 185.000 widows who we an-
ticipate will participate at age 60, with 
an actuarially reduced benefit 
There are some 355.000 of these people 
72 years and older who will be eligible 
to receive the transitional social security 
benefit for the first time. 
There are about 155,000 workers and 
dependents who mill receive eligibility as 
a result of our change In definition under 
the disability benefit program. 
The heading "Committee Bill Costs 
More for Less Protection Than Republi-
can Proposal/' which appears in the mi-
nority report seems worthy of comment. 
If It proves to be true, my friends on the 
minority do, indeed, have a remarkable 
program. 
To overcome my Initial skepticism, X 
requested a comment on the figures pre-
sented by the minority members from 
the chief actuary of the Social Security 
Administration. The melancholy reply 
was what 2 had feared. In the health 
care area, as in most other areas, you 
only get what you pay for. If the Re-
publican proposal provides more, It has 
got to cost more. Or to put it In Mr. 
Myers* words; 
Quite obviously. It Is Impoasibla for more 
benefits to bt glvtD under one proposal t h i s 
another aad. at tbt saint time, for tbt first 
proposal to aost sett than tbt aecond oat. 
l a britf, tbt errors In tbt enalyalt that It 
aaada in this section art** from comparing 
Costa for group* of different else and trom 
cott astlmatat that art on different basse. 
Mr. Myers concludes that If the two 
programs are compared tinder similar 
assumptions, the Republican proposal 
would involve benefit disbursement costs 
come $100 million more In the first full 
year of operation than of the oost of the 
basic hospital Insurance plan and the 
voluntary supplementary plan combined 
In the committee bill Perhaps the rel-
ative costs of the programs can be bast 
ahown In percent of payroll—fully re* 
alMog that the minority plan and the 
committee's supplementary plan are to 
be financed by a combination of In-
dividual contribution and general reve-
nue—and In monthly per capita costs: 
Month* 
c a p i t a 
ttrtyter) 
Ctenmttltr MB: 
*aaif bosptuL _ 
VeJunlar y fuppb-MBtar-., 
Tata)
 M Btpoblicmn'bUJ-Voluntary.. 
Can prebend ft • • 
In order that the record reflect cost 
estimates on both the committee and 
minority proposals prepared under com-
parable assumptions, I would like to place 
In the RECORD a number of memoran-
dums from Mr. Myers relative to their 
cost aspects: 
McMCNUsravM or Aran, U 1066 
From? Robert J. flyers. 
Cubject: Apprsisal of comparative cott esti-
mate! for health insurance proposal* In 
••Separate Views of the Republicans** tac-
tion of the Bouse report on tbt Coclal 
Security Amendments of 1965. 
On pase 245 of the abovt report, a com-
parison Is made of the astimated costs lor 
the health Insurance benefits under B R . 
S675 with those under the Republican pro-
posal. The essence of the analysis soada 
there It that "the committee buM coats more 
for lets protection than tbt Republics* 
propoaal.** 
Quit* obviously. It Is Impossible for more 
benefits to be given under one propoaal than 
another and. at the same time, for the first 
propoaal to cost lets than the aecond one. 
In brief, the errors in the analysis that Is 
made In this section arise from comparing 
costs for groups of different aire and trom 
oost estimates that are on different bat at. 
Tbt section ttatet that the cost for the 
first full year of operation (calendar year 
1667* Is S3 42 bUllon for B R 6675. and 62*0 
billion for the Republican proposal. Tbate 
figures art stated to be on the assumption 
of SO-percent participation In the programs. 
Bow*YC. the figure of S3 42 billion for BJL 
0675 consists of SMS bUllon for the supple-
mentary health insurance benefits plan on an 
CO-percent participation basis, and of 0330 
billion for the hospital Insurance plan that 
it on a virtually 100-percent basis. 
I do not know tht source of tht last-
mentioned figure tinea It dote sot relate 
either to contributions or to benefit pay-
ments plus admlnlstratlTt tap matt, the 
former being ettlmattd at 02.60 bUllon aad 
the latter being estimated at S2J6 billion— 
both figures being shown on page a i l . It Is 
iBoorrect to use tht contribution figure as 
a basis for the analysis because It iovolvet 
a certain amount of advance funding II, 
than, we isat tht figure for benefits aad ad* 
BUnittraUvt espenatt. it ahould be reduced 
by 00 percent so as to be on a comparable 
basis with that for tht Republican propoaal. 
which astumet eo-perotnt participation. On 
this baela. tbt cost for MR 0676 Is CSJS 
ballon (CO percent or 63-26 bUllon for the 
hospital Insurance program, plus 61 IS bu-
tton for tht supplementary btalth Insur-
ance benefits program). 
This adjusted cost figure of C6C6 Mllkm 
far BR. 0676 It virtually tbt same as that 
Sfcowa la the taction for tbt Republican pro-
posal, area though the latter really has a 
higher benefit cott The explanation for thia 
difference It that tht east estimate given for 
the Republican proposal Is not on the i 
cooetrreutt basis as that for 1 
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part* of which art estimated under high-
cost assumptions. On the other hand, lha 
text estimate for the Republican proposal Is 
an IntermedUu-coet estimate, which I mads 
In my memorandum of February M. A coat 
• t lmiU for the Republican proposal lb it 
It comparable with tht cost estimsu for B Jt. 
•675 shows a total cost of 15 60 bUlloo, as 
compared with the S3 to billion •homo ta the 
report (the high-cost estimsu being from 
sny memorandum of Pebruary t ) . 
Thus, on a comparable beats, both as to 
Cefree of participation sad as to actuarial 
cost assumptions, tht Republican proposal 
has a higher cost for benefit paymenU and 
administrative eipenees that N R. 0675—as 
Should properly be the ease because of tht 
mora site naive benefit proUcilon provided (for eaamplt. tt Includes beneflu with re-
spect to aruft' prlvate*duty nursing, aa* 
tremely long periods of hospitalisation, etc.). 
The cost analysis for tht Republican pro* 
poaal derives the "cost to be financed by tat* 
payers,"* which la tht result of eubtrexting 
the premium contributions from tht total 
tost of the program. Tht result would, of 
aourae. bt different when torn parable bases 
art used—for the reasons Indicated pre-
viously Bowever, I question tht signifies not 
Of this concept because there la really little 
ellffertnct between tht premium contribu-
tions made by persons currently eligible for 
tht benefit* and the contributions for hos-
pital Insurance made by worker*, most of 
whom art under age S5. who will ultimately 
receive hospital benefit protection If they 
attain age 65. 
The cost analysts in this section also wa-
ll t as a net cost figure assuming 100-percent 
aanicipetlon If the high-coat estimate 
basis la weed, following tht conservative 
stnaoclng approach underlying BR 0675, 
the total annual benefit cost would be 0415 
billion To obtain tht net coat to general 
revenues, offset against this would be the 
premium contributions of 61.35 billion and 
the recoupment of tht tat revenue lost from 
medical deductions in the Income tai of 
#0.25 billion, or a net cost of 63-05 billion— 
aa compared with 6210 billion shown in this 
section If y figure does not Include—aa does 
tht 61 JO blllJoo—any reduction In Pad era! 
•cats for OAa and MAA, since the provisions 
therefor in the bill require that fitate and 
local government funds for public assistance 
programs ahould not be reduced over present 
levels Accordingly, there would be no sav. 
tap in Federal funds In this connection. 
It Is proper to follow this procedure since 
the Republicans have elated that they snip-
port the amendments in BJt 0675 relating 
i program. 
i.seet 
J Myers. 
•object Cost estimate for *«^«"*~g the Be* 
publican proposal for health Insurance 
benefits for persons ag»d 65 and over on 
a contributory aoclsJ insurance basis. 
This memorandum will present a aoat as* 
ttmate for financing the health Insurance 
banefiu wader the Republican proposal 
through a social Insurance approach that 
wwuld are tht same earnings waste as those 
la MM 0S75 The Republican proposal Is 
oorttctnad la BJt. 6J51 and sompanJon bills. 
the cost sjtumate made here for that pro-
posal te aw the same eonaervstive aseump* 
tftona as those weed for the east tarUsaaU for 
Bat tawnmJttse hill. 
The estimated IteeJ east af the benefit 
payments and administrative earpeneot af the 
saasptui insurance provision* of the txensalt-
tee bill Is IJa percent af taaabie payroll. 
wlbsraae the eoriascoading fifure for the Be* 
publican proposal It t Jl percent of taaabie 
payroll If the supplementary health incur. 
anas banefiu provisions af the eotnmitwe 
atli ware aw a eampuavory basis Rae the hos-
pital Insurance provisions (Instead of on a 
voluntary lndtvIdual*elrclton basis financed 
by premium! from the beneficisries and 
matching Oovernment contributions), tht 
estimated level cost of these beneflu, plus 
that for tht hospital imurance provisions 
would be 173 percent of Ussblt payroll. 
Accordingly, the contribution raU schedule 
for the Republican propoas) (combined with 
an earnings base of 65.600 In 1066-70 and 
#6.600 thereafter) would be as follows for 
tht combined employer-employee rate, as 
compared with the corresponding achedule 
for the committee bill (showing both the 
schedule In the bill for the health Insurance 
beneflu end that which would be included 
If the supplementary heslth Insurance bene-
flu were also Included on the same financing 
| U pares*!) 
Casmdaryaar 
•••A , . . . . , . , , . ! 
I0B7-T1. , 
rtTVTi 
167* - * * . . . . .^ . . . 
l tso- te . . . ._^^. 
m : sad after.... 
Committee 
till 
at 
16 
11 
I t 
14 
16 
Committee 
bill, plus 
SlilB 
! sro-lsioos 
16 
14 
1.4 
17 
1 6 
at 
PepuMJean 
proposal 
14 
1.6 
1 0 
I t 
15 
1 6 
These schedules for the Republican pro-
posal and for tht supplementary health In-
surance beneflu proposal are determined 
from the same cost end financing assump-
tions as that for the committee bill. The 
schedules would thus not only meet the cost 
of the benefit payments and administrative 
eipenses, but also would build up moderate 
contingency funds. Furthermore, Just as It 
the case with tht committee bill, if the earn* 
lngs base Increases afUr 1071, and If all the 
other cost assumptions are realised, the eon* 
tnbutlon rate* would not have to increase as 
much as Is Indlcsted In the foregoing 
schedules. 
Under this financing basis, the Republican 
proposal would have contribution income of 
63 3 billion In calendar year 1066 and daa-
bursemenU for beneflu and sdmlnUtretlve 
eipenses of 62 1 billion (assuming tfast bene* 
fit paymenu would first be available in July 
1066). In calendar year 1067. contribution 
Income would be 65 billion, while eUsburee-
ments for beneflu and administrative aa* 
penses would be about 644 billion. 
The attached uble shows the estimated 
progress of the trust fund that would develop 
under the foregoing contribution schedule 
under the financing basis and actuarial coat 
assumptions underlying the hospital insur-
ance provisions of tht committee bill. 
Roanr J. If v 
MotimaUd preereff of ktcUk tftaiirence frusf fund under Republican proposal if finanud ta 
earn* meaner as kospiial insurance proposal ta committee bill 
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How, Mr. Chairman, this procram 
eosU money. Let us not think for 
1 minute that this or any other pro 
tram can be provided without tt cost-
ing money. X have been Just a little bit 
concerned about what was ssld in the re* 
port of the minority—that they could do 
more and provide more beneflu for more 
people for leas money than the commit-
tee bill did. Very frankly, I do not think 
you can develop a prog ram with beneflu 
of the same value from the general funds 
of the Treasury or through the mechan-
ism of a payroll tax and have, If the 
amount of beneflu Is exactly the aame 
in either approach, one cost less than the 
other. It is beyond my comprehension 
that any of us today are brilliant enough 
to come forward with a method of pro-
Tiding more beneflu to more people and 
having It coat Vats money. It Just does 
not aound reasonable or lot leal to me. 
In developing this comprehensive 
health insurance procram for the 
aged the Committee en Ways and 
cleans was mindful that a procram Is no 
better than iU administration. The 
committee proposals reflect a conviction 
that the administrative challenges 
brought by this new program can be met 
by the combined afforis of voluntary or* 
tanltations aod the Oovernment, The 
f overnmental part of this challenge will 
nevertheless remain large. It will fall 
mainly to the Social Security Admin-
istration. We believe that this agen-
cy's outstanding record for service and 
efficiency will be carried forward Into 
the nem- program. 
The Bocial Security Administration, 
however, will face a major Job of 
advance planning and preparation to 
bring the health insurance programs into 
operation by next year. Extensive nego-
tiations will be required to complete 
agreements and financial arransemenU 
with fiscal intermediaries, insurance oar* 
tiers, State agencies, and others. Broad* 
scale consulution will also be required 
with professional orfanirations repre-
senting the Nation's hospitals and oth-
ers who furnish reimbursable health 
cervices. Operational policies and rec* 
ordkeeplnc procedures will have to 
be worked out on a scope never before 
undertaken in the health field This will 
entail, among other thingt. putting into 
the hands of If million aged people infor-
mation about the two health Ins^ iranee 
programs, answering inquiries en the 
beneflu of the voluntary insurance plan, 
eettinc up records for those who elect the 
plan, and preparinc and deliverinc Iden* 
UflcaUon cards for all the elicible acad. 
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Xn addition to this vast enrollment 
task, the Social Security Administration 
mil] have a tremendous job of taking and 
developing new claims In order to estab-
lish the basic eligibility of the ased mho 
have been uninsured for cash benefits 
and from all others over 65 mho have not 
yet applied for social security benefits. 
This mill mean a doubling of the normal 
©Id-age and sun Ivors disability In-
surance claims load for a single year, at 
the same time that changes In the dis-
ability insurance law and other social 
security changes mill bring a he ivy vol-
ume of additional activity Into social se-
curity district offices. 
I am sure the Social Security Admin-
istration mill stand up to the challenge. 
I am sure. too. that when this bill be-
comes law the social security people, as 
they have ao frequently demonstrated 
In the past, will lose no time In getting 
on with all the necessary preparations. 
They are well aware that earning out 
the nem programs and the improvements 
In the present one will demand all the 
talents and skills they can muster. This 
effort will require that all possible meas-
ures—In the Congress and in the Execu-
tive branch—be taken to assure that any 
obstacles thst might get In the way of 
effective administration will be removed. 
It will be Important, for example, that 
the needed supplemental appropriations, 
organizational changes, and greatly In-
creased staffing take place Just as soon 
as possible. 
One very serious obstacle Is the limita-
tion on the number of people of super-
grade rank that the Social Security Ad-
ministration Is now permitted. X am 
referring to the positions above the OS-
IS grade. In this organization, which 
already operates the biggest insurance 
program of 1U kind In the world, pays 
over |16 billion a year to nearly 20 mil-
lion people, serves tens of thousands of 
people dally through a nationwide net-
work of over too offices, and requires a 
ataff of 36.000 people to conduct its op-
erations there are todsy only 15 super-
frade positions—2 of which are ID the 
scientific and technical excepted group. 
This Is 1 for every 2.400 employees. In 
comparison, the Railroad Retirement 
Board, conducting a somewhat aimllar 
program x>f much smaller acope. has 1 
cupergrade for every 311 employees— 
Bore than 10 times the percentage of 
eupergrsdes now permitted the Social 
Security Administration. The Interna) 
Revenue Service has 1 tupergrade for 
every 211 employees The Civil Serriee 
Commission has 1 for every 136. The 
general Services Administration 1 for 
every 434. and the Oeneral Accounting 
Office I for every 1*6. Hone of theee 
agencies has leas than I times the per-
sentage of aupergrades allocated to the 
Social Security Administration. From 
these statistics It la clear that the allo-
cation of higher level positions to direct 
the aodal security program has failed 
to keep pace with the rapid growth of the 
program. This obviously puts the Soda) 
Security Administration at a severe com-
petitive disadvantage In Its geereh for 
qualified and competent personnel not 
only with private industry but with other 
agencies of the Oovernmcnt. 
This la the situation as It already 
exists. And now, in enacting this bill, we 
would be aggravating It seriously If no 
remedy Is provided. If we expect—and 
we do expect—the Social Security Ad-
ministration to carry out these new re-
sponsibilities In a manner befitting their 
Importance and the needs and proper 
expectations of the American people, any 
unnecessary and Inequitable handicaps 
upon the organization ought to be re-
moved without delay. Effective carrying 
out of the provisions me are making for 
the health and security of the Nation's 
senior citizens, and for helping its widows 
and Its orphans, Is far too Important, 
and too great a challenge to warrant 
risking Impairment of the Job by failing 
to allow the Social 6ecurity Administra-
tion enough higher level Jobs to attract 
and retain the required human talents 
and skills. 
As I have Indicated, It would take a 
hundred supergrade Jobs, considering the 
small allowance It now has and the nec-
essary expansion this agency faces, to put 
It In a comparable position with the 
Oeneral Services Administration and 
nearly 200 to put It in a comparable po-
sition with the Internal Revenue Service. 
X would not undertake to aay the exact 
number needed but I believe it Is clear 
that the needed Increase is large enough 
to call for apecial legislation. As one 
deeply concerned with the smooth and 
successful carrying out of the far-
reaching programs we are acting on to-
day, X hope the appropriate committees 
of the Congress mill ace their way clear 
to promptly consider such legislation 
which I believe Is required to enable the 
administering agency to do the Job In 
the way we and the people of the country 
want It done. 
X must admit that the benefits In the 
committee bill cost money—yes, they 
cost money. Let us see what they cost. 
let us see what we are doing in this 
bill to provide for those costs. 
The health care program costs Include 
those for the supplementary program, 
for the basic program, and for the medi-
cal assistance for the aged Improve-
ments. The basic program, which X have 
aaid is financed by the payroll tax device, 
will In the first full year of Its opera-
tion, 1067, produce a cost of $2300 mil-
lion on the basis of using high cost esti-
mates, which we think Is the conserva-
tive way to determine what something 
will cost when you hsve to provide a tax 
forlt. 
The voluntary supplementary health 
benefits program will have a cost out of 
the Federal Treasury, beginning July X, 
lf66, of approximately 1600 million per 
year, while for the aame period there will 
also be a coat of $275 million for unin-
sured persons covered by the hospital 
Insurance program. 
The medical assistance for the aged 
liberalisation of the program will cost 
about $200 million per year. 
The 1-percent acroas-the-boerd In-
crease In the old-age and survivors dis-
ability Insurance benefits payment* will 
produce In the year 1$66 additional bene* 
St payments of $1,400 million. 
The shild benefits to age IS when In 
bchool will add an additional cost of $115 
million to the old-age survivors disability 
Insurance trust funds In the first year. 
The reduced age for widows will cost 
$165 million out of those trust funds In 
the first year. But that U a disappear-
ing Item, because over the lifetime of the 
beneficiary It does not cost any addi-
tional amount to the system. 
The transitional benefits at age 72 will 
cost, from the old-age survivors disability 
Insurance trust fund $140 million addi-
tional in the first year. . 
The changes we have made In the dis-
ability Insurance program will cost $105 
million In the first year. 
The changes we make with respect to 
the retirement test will cost $65 million 
out of the old-age and survivors disabil-
ity Insurance trust funds in the first year. 
. That means a total from those two 
trust funds of $1,905 million In the first 
fear. 
Public assistance amendments that 
Increase the amount of Federal partici-
pation with the State In cash payments 
m-ill cost $150 million per year out of 
the general fund. 
The changes me make In the exclusion 
of assistance payments to persons In TB 
and mental hospitals cost $75 million 
per year. 
The maternal and child health, crip-
pled children part of it will cost $60 mil-
lion per year. 
The OAA Income exemption will have 
an annual cost of $1 million. 
Under the modified medical assistance 
for the aged definition, we have added 
$2 million per year. 
Mental retardation projects will have 
an annual cost of $3 million. 
That adds up to a total altogether out 
of the general fund of the Treasury of 
$1,366 million per year. 
Every dime of that Is budgeted as It 
affects the upcoming fiscal year. 
The $675 million I referred to for 
payments from general funds with re-
spect to the two health Insurance pro-
grams, which will begin on July 1. 1066. 
Is unbudgeted because we do not have 
the budget for the fiscal year 1067 aa 
yet. 
Now there Is a further point which X 
should make here: the cost of arfminis-
tration. 
How, how do we propose to pay for 
the programs? We have Increased both 
the maximum on the amount of earnings 
that are subject to taxes from $4,100 to 
$5,600 on January 1, 1966. and then 
again, to $6,600 on January 1,1971. and 
the tax rates that would be applied to 
those earnings. 
We have provided for Increases In the 
tax rates over a period of years, as we 
have always done In the past, so thst the 
actuary of the Department of Health, 
Education, and Welfare can tell us. 1 
can advise you that this program la ac-
tuarially sound.M As he looks at It. over 
the forthcoming 75 years, this program 
of old-age and survivors disability In* 
eurance would only be out of balance by 
only about M percent of payroll. 
Now as to the health part of the bill. 
We have worked out a separate tax and 
a separate trust fund. Let no one mis* 
lesd you with statements, general In na-
ture as they appear to be, and be not mis-
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led by the minority vlewa expressed In 
the report that this reparation la 
Illusory. ^ ^ ^ 
Gome aUtemenU have recently been 
wude thai 2 have, in effect, tone back on 
my previously expressed position that 
there must be separation between the 
cash benefits system and the proposed 
hospital benefit* system. I emphatically 
state, here and now. that this is not the 
case. My conviction is that there must 
be separation and the bill I bring to you 
reflect* this belief. For years I have 
maintained that the basic difference be* 
tween the two types of benefit* makes It 
aasentlal that we have two aeparate sys-
tems. During many hours of question* 
In* the Ooveroment witnesses before our 
committee, particularly the Chief Actu-
ary, I brought out the different nature of 
the cost assumptions which underlie the 
hospital program as distinguished from 
the cash program. I pointed out that 
aome assumptions which were conserva-
tive under one program had exactly the 
reverse effect when applied to the other 
program. Thus, as the committee drew 
up the bill, at every opportunity I urged 
that provisions be inserted which would 
provide meaningful separation between 
the two systems. 
The minority members of the com-
mittee have written In the report that 
this Is somewhat illusory and It was 
stated, at the Rules Committee, that 
what we have in the bill is Just the same 
arrangement which exist* under current 
law in respect to the disability insurance 
program and the old-age and survivors 
Insurance program. X respectfully beg 
to differ. In respect to these two pro-
grams under existing law there Is no 
aeparate tax. merely an allocation of 
revenues between two trust funds. The 
fact that this Is merely an allocation la 
Illustrated by the bUl before you today 
which provides for a redistribution of the 
revenues from the combined old-age and 
survivor* disability insurance tax. This 
new allocation, which will put the dis-
ability Insurance fund on a sound actu-
arial basis to make up for aome unfavor-
able cost experience In recent years. 
would not be possible as to hospital bene-
fits under your committee's bill. Under 
BJR. §075 any readjustment of revenue 
because of either unfavorable or favor-
able experience will have to be done by 
a change In the tax rate or earnings 
base—or both—oi the aeparate bocpital 
Insurance tax. 
The bocpital prorram will thus be 
financed from It* own tax and there will 
be BO ahlfting of funds—either way— 
from the old-age. eunrlvors, and 41a* 
ability prorram. 
Let me once araln summarise the 
aeparatlon of prorram envisioned by this 
bill fey mdinr Iran the report on 
part ig: 
tint, the schadiHoa cf tag pates to ead-
agt. aurvfvon. ead diaabUlty taauraaot a»d 
to fcoapiwi taauraac* art la separate tub-
•actios* of tbt Internal sWveout Oode <«B-
Mfc* the attaettoo to cM-agt as* survtmv 
tafuraaea at compared with gasebUlty l a w 
aaee. warn then * a atafta tax rate for both 
^ ». tut ae alteoBUoa 
. aha te—filial _ 
fcteeaqnrateteimfuai (so ataaaoWaaea 
for old-agt and survivor* Insurance and for 
disability insurance) and, In addition, hit a 
separate board of trustees from that of tht 
old-agtv aurvlvora, and disability Ineuraoee 
system. 
Third, tht bill provides thst toeomt tax 
Withholding tuiemenu (formt W-3) sbaU 
abow tbt proportion of tht total contribu-
tion for old-age, aurvlvora, and disability in-
euranea and for hospital Inauranot that Is 
with respect to tht latter. 
Fourth, tht hotplUl Inaurmnct program 
would cover railroad employee* directly In 
the tame manner at other covered worker*, 
and their contribution* would go directly 
Into tht boepital Inauranot truat fund and 
their benefit payment* would bt p*id di-
rectly from thia truat fund (rather than di-
rectly or Indirectly through tht rmllroad 
retirement eystena). whereas these employees 
art not covered by old-age, aurvlvora. and 
disability Insurance (cicept Indirectly 
through the nnancial interchange provt-
alona). 
ruth, tht Cnancing basis for the hospital 
Insurance system would be determined un-
der a different approach than that used for 
the old-age. survivors, and disability Insur-
ance system, reflecting the different nature* 
of the two program* (by assuming rlaing 
earnings level* and rising hospitalization 
eost* In future years instead of level-earn-
l a p assumption* and by making the esti-
va tea for a as-ytar period rather than a 
TS-year one). 
There Is always a Question of the de-
rree to which to go In aeparatlon, but 
this Is a separately enacted tax In an 
entirely aeparate section of the Internal 
Revenue Code. That Is not true oi the 
OASI and DX taxes. They are In the 
aaxne aection. They are levied as one 
tax. with authority to allocate a desig-
nated part of the total to the disability 
Insurance trust fund. But there la a 
great difference in the enactment of a 
aeparate tax. There Is also a aeparate 
trust fund. 
The substitute plan proposed by the 
rentleman from Wisconsin (Mr. Brants) 
would not maintain a aeparateness of 
financing between his health Insurance 
plan and the old-age and survivors in-
surance program. Instead the gentle-
man from Wisconsin I Mr. Brangsl would 
draw aome $200 million a year from the 
old-age and survivors disability insurance 
trust fund to help finance his proposed 
health insurance benefits. 
Z can assure my colleagues who have 
had reservations In the past, as I have 
had reservations in the past about doing 
anything In any way that might Jeop-
ardize the cash benefit program that has 
developed over the past SO years and that 
lias become such an Important part of 
every elderly person's life, without any 
hesitation, without any equivocation, 
that there la not one single, aoliury thing 
ID thia bill which would permit or allow 
for 11 of the money which la aet aatde 
to go into the old-age and aurvlvora dis-
ability insurance trust funds to ever ret 
into the hospital Insurance trust fund. 
It just cannot be done. Neither can the 
hospital insurance trust fund money be 
put over Into the old-age and gurvtvors 
disability Insurance trust funds. 
Call it Illusory If you want to. We 
could have rone the full extent of sepa-
ration. We could have put this hospital 
foruranee prorram under the adminis-
tration af an entirely aew erency of 
OovemmanL Then what would the 
critics on the outside have said, had we 
rone to the full extent? They would 
have accused the Committee on Waya 
and Means of having aet up another 
elaborate 40,000-person bureaucracy. 
The expense of that would have been out 
of the question. 
We could have completely separated 
the tax for purposes of filing the earn* 
ings record and paying the tax, but if we 
had done that, then they would have said 
that we had put the taxpayers to the 
unnecessary trouble of having to make 
two computations of taxes. 
But to aome it would not make any 
difference what was done; aome argu-
ment would have been made that there 
would not be a separation. 
This has been a bone of contention 
with me—end Members know it—that 
there must be a aeparatlon. I am 
thoroughly convinced that we have com* 
pleted that separation In this bill. 
Mr. Chairman, let me go back Just a 
bit. On the basis of legislation that has 
been presented to the Ways and Means 
Committee, it does not appear that there 
Is much doubt any more in the minds 
of many that me do have a problem of 
meeting medical care costs in the United 
States with respect to certain people In 
our population. These are our fathers 
and mothers and our grandparents who 
are living longer today than did their 
loved ones before them. We owe that 
to the great miracles which have been 
performed by medical science. But In 
the process of having performed those 
miracles, problems have resulted. To-
day's problems, as a result, are certainly 
rreater in magnitude than those the gen-
erations before had. because of the 
rreater length of time beyond retirement 
and before death, and because of the 
vicissitudes of illness of more and more 
of these people as a result of the knrth 
of their lives. 
Thus the problem aeexns to be estab-
lished In the minds of most. There la 
no arrument on the part of my distin-
guished friend from Wisconsin {Mr. 
BYHNES] that there Is this problem, for 
he Introduces a bill to help, with respect 
to that problem, produced by himself, 
from that very great capacity that he 
possesses, and Incorporating within his 
bill everything that Is within the com-
mittee bill except with respect to the one 
matter of how do we finance the coat of 
taking care of this problem. 
I have aaid consistently that I did not 
think that all of the medical costs that 
are Incurred by those over 05 could be 
financed only through a payroll tax, be-
cause conceivably the payroll tax would 
be so high finally aa to Interfere with our 
capacity to compete In the world, with 
the payroll tax being charred aa a coat 
af doing business. I have aaid repeated-
ly that we cannot run the risk of bank-
rupting the Federal Treasury once and 
for all by putting this entire coat upon 
the reneral fund of the Treasury. X 
think that the program has to be dealt 
with In a combination approach of two 
things: use of payroll tax and use of 
teneral hind revenues. That la what 
the committee has done. That la the 
only difference, apparently, that exists 
today between my diatinrulshed Mend 
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who has offered his Mil and the com-
mittee's proposition. 
Just how do me finance the proposal? 
Because his proposition mould be volun-
tary, mlth no compulsion under a payroll 
tax, It mould be financed by the payment 
Of the Individual and from the general 
funds of the Treasury. In total, his plan 
would be financed Just as our supple* 
me ntary plan would be. 
Now, horn- did we divide the health in-
turanoe provisions of H R €675? Which 
6id we put in mhlch pocket and out of 
what account does It tome and why? 
There are very, very important reasons 
why we propose to fin• nee the benefits 
the way we do. It is the may that has 
been debated completely but which has 
been disref arded by the very people with 
whom we were trying to work. What 
did we do? We picked this single big-
gest element, namely, the cost of being 
In a hospital, and we financed that by 
the payroll tax to let the person during 
his working years, through small 
amounts of money paid per week, per 
month, or per year, make advance pay* 
ments to that trust fund entirely on his 
om-n and from his employer and by the 
aelf-employed on their own account. 
The CHAIRMAN. The time of the 
gentleman has expired. 
Mr. MILLS. Mr. Chairman. X yield 
myself 5 additional minutes. 
To take care of those expense during 
his working years ao that when he 
reached retirement at 05 he would not 
then have to undertake the great burden 
of defraying the cost of the premium for 
that particular type of benefit. The 
proposal differs from RJt. 1. We took 
out of It every scintilla of payment to 
a physician—every scintilla of payment 
to a physician. Every safeguard has 
been placed ao that no physician can be 
paid out of the trust fund created by the 
payment of a payroll tax. Now, what is 
it that you understood or that I under* 
atood bad ao greatly disturbed this 
treat, wonderful medical profession 
that we have here in the United Bute*? 
That we would finally, in time, put phy-
sicians' fees under a system where there 
would be a payroll tax, because they felt 
that if ever we did that, we would in time 
regulate the relationship between the 
physician and the patient by saying that 
this physician you can go to and this 
physician is not on our list; or by saying 
that we will pay out of this fund only 
this amount In the way of physicians' 
foes and thus control and regulate phy* 
aldans' faea. 
Now, what have we done? to this 
oommlttee Mil in that rasped we have 
done the aame. Identical thing that the 
gentleman from Wisconsin has done is 
bis Mil. And yet I understand that 
many of you have received telegrams as 
late as this morning urging you to vote 
for bis motion to recommit because there 
is something unholy about the oommlt-
tee Mil. whereas bis Mil, from their 
point of view, is perfect. Bow do wt 
treat the physicians in both Mils? 
In both Mils in the aame Identical 
way. Under both they would be paid 
out of the fund established under the 
voluntary enrollment program. In both 
the physicians would be paid 
from the same type of fund in the same. 
Identical manner. And how would we 
pay them? In identically the same way. 
Not a payroll tax, but money contributed 
by the individual participant who would 
enroll after he got to be 65 and put up 
half of It, with the Treasury, out of Its 
general funds, putting up the other half. 
I thought that mas exactly what It 
would take. I thought that was exactly 
mhat mas required to remove this threat 
to medical practice in the United States 
and regardless of what anybody on the 
outside says to you, we have done It— 
we have done It There is nobody In 
this Congress, I do not care who he Is, 
who is any more cognizant or any more 
desirous of not changing the orderly 
practice of medicine than the gentleman 
speiking to you today. I am convinced 
in my om-n mind, as much as I have ever 
been convinced of anything, that there 
Is not one solitary thing in this com-
mittee bill that carries any threat to 
the medical profession of this country 
that could not b* said equally of the bill 
offered by the gentleman from Wisconsin 
IMr. BYRWXSI. And I do not think there 
Is anything In either bill that Jeopardizes 
the profession in any may. Why? How 
are we going to handle this thing? We 
are not going to deal with physicians 
direct; there is no intention to deal with 
them direct; there is no intention to tell 
them what they may charge their pa-
tients; we are not going to say to a pa* 
tient. "You have got to go to Dr. X; you 
cannot go to to Dr. T.M 
Bow are we going to pay them? We 
are going to contract with somebody— 
Blue 6hield, insurance companies, or 
other insurance carriers, and we express 
the desire that it be more than one. We 
should divide the program up somehow 
and let various organizations handle it— 
they are the ones who are going to pay 
the bills. But we even go to this ex* 
tent because we recognize the sensitive* 
nets of this issue: We say, **We will leave 
to the election of the doctors, whether 
they are paid directly by the Insurer, or 
whether the insurer pays the amount to 
the patient and the patient then pays 
the doctor. 
If there Is a doctor In your area who 
does not like the Insurer and who does 
not want to have anything to do with 
it and does not want to carry Its check 
to the bank, ail he has to do Is my to 
his patient, "You accept the benefit pay* 
ment for this service, and you and I will 
aettle the bill." 
And. what if the doctor says that what 
the insurer is paying, before he ever op* 
grates. Is not sufficient to satisfy him? 
Be might my "My fee is ao much, 12.000, 
but this cost that you are Indemnified 
against Is only 11,000." What then? 
We pay 10 percent of that $1,000 to the 
patient, and the patient pays the doctor 
$3,000, including the payment under the 
8Ian. If In the community where he vcs. the sum of $1,000 is the customary 
prevailing and reasonable fee against 
which we are Indemnifying the patient. 
the doctor still makes the arrangement 
with Ms patient, or the patient makes 
it with his doctor to pay the difference, 
alius, Mr. Chairman, we have done 
tverything that our minds were capable 
of ooocaiving to eliminate what appeared 
to us to be Justifiable fears without these 
changes that we make. 
Mr. Chairman, now very briefly—be-
cause it would take hours to discuss it 
all, but I have very briefly discussed even 
the medical portions of this bill—I would 
want you to know that finally it has been 
possible for us, after all these years, to 
develop a proposition that I could whole* 
heartedly and conscientiously, with every 
bit of the energy at my command, sup-
port. That has not been the case with 
reference to propositions in the past 
Here, Mr. Chairman, I believe we have 
finally worked out a satlsfsctory and 
reasonable solution of an entire prob-
lem, not just a partial solution of a major 
problem. I feel that we have done It 
In a way, Mr. Chairman, that will com-
mend It to the people for whom we do 
It and that they will realize that in spite 
of all that has been said in the past, in 
spite of all the ways that have been sug-
gested in the past, finally the Commit-
tee on Ways and Means has produced 
the proper way to do it and that is the 
way that good legislation is developed. 
Mr. Chairman, there is not a member 
of the Committee on Wsys and Means 
whom I could not name today who has 
not made a major contribution to this 
bill by the inclusion of ideas of his own. 
Mr. Chairman, mhere did we get the 
Idea of the supplementary health bene-
fits plan? Out of that fertile brain of 
the distinguished gentleman from Wis-
consin (Mr.BraJtxai. 
Where did we get this Idea and that 
Idea? Out of the fertile brain of aome 
other Democratic member or some other 
Republican member of the Committee 
on Ways and Means. 
My distinguished friend, the gentle-
man from Virginia (Mr. BXOYHXU.), right 
at the last moment called to our atten-
tion a situation about which none of us 
had thought. However, as a result of 
the gentleman's many years of experi-
ence on the Committee on the Post Office 
and Civil Service, he thought about It. 
It was fair and equitable, and we put 
It In. 
Mr. Chairman, every member of the 
oommlttee has made his contribution. 
On top of that. Mr. Chairman, the peo-
ple in the Department of Health. Edu-
cation, and Welfare worked with us 
faithfully from morning until night 
through all of these many days during 
which we have been in hearings and 
axecutive session and have made their 
contribution. 
Mr. Chairman, those on the legisla-
tive counsels staff of the Bouse of Rtp^ 
resentativas and those who are atalf 
members of both the Joint oommlttee 
and of the Committee on Ways and 
Means on both aides of the aisle have 
made their contribution. 
Therefore, Mr. Chairman. I believe 
that there is sufficient ground within this 
bill for all of us to take pride and take 
credit. 
I would suggest, therefore, that when 
tomorrow comes, we not toy with the 
bill by considering a motion to recom-
mit, but that we take the bill as reported 
to the Bouse from the Committee on 
Waya and Means and pass this bill as 
we have passed every other bill dealing 
with amendments to the Soda] Security 
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Act In the post—by an •vtnrhelmlng 
BUJOTUJ. 
WQMMAMI or atuoa poovwoMt or MA. OSVS 
Mr. Chairman. I will Include at this 
point for the convenience of the members 
a summary of the major provisions of 
HA. wi7o: 
Baar O m u i awssetaa? 
t b t bill esUbiiabes two coordinated health 
insurance program* for persona SS or over un-
der the bocta! Security Act: (1) A bade 
plan providing protection against tbt eosU 
Of bospiul and rtlsted cart, financed through 
S eepareU payroll U i and trust fund; and (1) a voluntary eupplemenUry plan covering 
seyrnenU for physicians' and other medical 
and health atrvices financed through email 
monthly premiums by individual partici-
pant* matched equally by a Federal Govern* 
ment general revenue contribution. 
TJndergirding the two new Insurance pro* 
grams would bt a greatly ttpanded medical 
•are program for the seedy and the medi-
cally needy This program would com blot 
Oil the ttndor medical provisiona for tbt 
Oged. blind, disabled, and families with do-
pendent children now to five tlUta Of the 
Social Security Act under a uniform program 
and matching formula la a aingle otw tlUt. 
The Federal matching abaft for cash pay-
menu for theae needy persons would also bt 
Increased; cervices for maternal and child 
health crippled children, and the mtntaJly 
retarded would bt ttpanded; a S-year pro-
gram of special project grants to provide 
comprehensive health cart and atrrlota for 
attdy children of school age. or preschool. 
would be authorised and present limitations 
a>n Federal participation In public asalstanot 
to aged Individual* m tubtrcuiosls or mental 
disease bospiul* would bt removed under 
oartain conditions. 
With respect to tbt old-age. survivors, and 
disability Insurance aysUm the bill would 
increase benefiu by 7 percent across the 
board with a M minimum Increase for a 
worker, ©over certain currently uncovered oc-
cupations and wages {doctors, and Income 
from tips). continue btneflu to age 32 for 
oartain children la school, provide social at-
curtty tax exemption of atlf-employmtnt In-
come of certain religious groups opposed to 
Insurance, provide actuarUlly raducad bene-
fiu for widows at age SO, and pay bentflu. on 
s transitional basis, to certain person* cur-
gently 73 or over now ineligible; liberalise tbt 
definition for disability Insurance benefiu. 
tncrtaae the amount an Individual It per-
mined to tarn without suffering full deduc-
tions from benefiu. revi*e the tax schedule, 
and ineraaat the earning* counted for benefit 
and tat purpose* so as to fully fin*no* tbt 
Changei made, and make certain changes In 
allocation* Co the old-age and survivors In-
i and disability insurance trust funds. 
amount supplied by the Federal Govern-
ment out of general revenues The pre-
miums for social security and railroad re-
tirement beneficiaries who volunUrily enroll 
would be deducted from their monthly in-
surance benefiu. Uninsured persons deilr-
ing the supplemenUl plsn would make the 
periodic premium poymcnU to tht Govern-
ment | U U welfare programs could arrange 
for uninsured assistance rtcipienu to be 
i. Beelf * tnswrcitce /or th* aged 
The till would odd c acw title XVUJ to 
the docia! Security Act establishing two 
iclatcd health assurance programs for per* 
sens SS or ewer: (1) A basic plan providing 
peotcctlos against the cosu of hospital end 
twisted core, sad (S) s voluntary supple -
ascntary plan sneering paymtnu for pbycl-
Clans' oarriece sad other medical sad health 
seretees to cower certain srwae sot covered by 
the cede plan. 
Tfce bade plan would be Sntnnori through 
a eeparsu payrou tss and separate tnaet 
fund Benefiu for persons currently ewer 
o l who see act Insured sunder the social 
Security sod railroad twUramtnt syetsms 
would be Snantad cut of Federal 
si the cvpplsmcntary 
eoiuntsry end would be 
wy small monthly premium (SS per smooth 
aaltsaiiy) paid by enroUees sad aa ccuel 
A. Bade Flan 
Oenersl description: Basic protection, 
financed through a eeparsWly identified pay-
roll Ui . would be provided against the eosU 
Of Inpatient hospitals lertlces. posthosplUl 
eiUnded care. posthosplUl home htslth 
cervices, end outpatient hosplul diagnostic 
services for social security and railroad re-
tirement benenctsrtes when they atutn age 
SS. Tht same proUctlon. financed from 
genersl revenues, would be provided under 
s special tramltlonsl provlaion for eaten-
tially all people who are now aged Oft. or 
who will reach age 05 before 1S6S. but who 
are not eligible for social security or rail-
road retirement benefiu. 
Benefiu would be first effective on July 1, 
SSSS (eicept for service.* in esunded cart 
facilities which would be affective on Janu-
ary 1.1967). 
Benefiu: Tbt services for which payment 
would be made under the bade plan 
Include— 
1. Inpatient bospiul cervices for up to 
SO dsyi In each epell of Illness with the 
patient paying a MO deductible amount; 
hospital services would Include all those 
ordinarily furnished by a hospital for IU 
Inpatienu; however, payment would not be 
made for prlvsU duty nursing or for tht 
hospital service! of physicians tictpt serv-
ice i provided by In Urn* or reside nU in 
training under approved teaching programs; 
S. PosthosplUl extended cart (in a facil-
ity having an arrangement with a hospital 
for tht timely transfer of patienu and for 
furnlabing medical Information about pa-
tienu ) after the patient at transferred from 
c bospiul (after at least a S-day sUy) for 
up to 20 dsys in each epeU of Illness; 9 addi-
tional daya will be added to the 30 daya for 
each day that the person's bospiul stay was 
less thsn SO days (up to a maximum of SO 
additional daya)—the overall maximum for 
posthosplUl titended care could thus be 100 
days In each spell of Illness; 
S. Outpatient hosplul diagnostic services 
With the patient paying a 020 deductible 
amount for each diagnostic study (that Is. 
for diagnostic cervices furnished to him by 
the earns hospital during a 10-day period); 
If. within 20 dsys afur receiving such serv-
ices tht individual Is hospitalised as an In-
Salient In the same hospital, the deductible 
e paid for outpatient diagnostic services 
(up to 030) would be credited against the 
Inpatient hospital deductible (040); and 
4 Postbospital home health servtcea for 
Up to 100 visiu. afUr discharge from a bos-
piul (afur at least a S-day sUy) or extended 
care facility and before tht beginning of a 
acw spell of Illneat. Such a person must be 
In the care of s phyaleian and under a plan 
established by s physician within 14 days of 
discharge calling for such cervices, n e a t 
semis* would Include intermltunt nursing 
cere, therapy, and the part-time services of 
S home health dde. The patient must be 
home bound, except that when equipment is 
weed the Individual could be taken to a hos-
pital or extended cart facility or rehsbUlU-
tson center to receive corns ot those covered 
Borne health services la seder to get the 
sdvantagt ot the neoceeary equipment. 
Bo service would be covered es peethoe-
pttal extended care or sa outpatient diag-
nostic or poathospital home health cervices 
at It It sf s hind that could not be severed 
St It were fiirtitehod to c patient In s hospital. 
A spell of Illness would be considered to 
begin when the Individual enters a hospital 
and to tnd when ht has not been an Inpa-
tient of a hosplul or exUnded cart facility 
for 00 consecutivs dsys. 
Tht deductible amounU for lnpstltnt bos-
piul and outpatient bospiul diagnostic 
services would be Increased IX necessary to 
keep pace with Increases In hospital costs, 
but no such Increase would be made before 
lees. For reasons ot admlnlatrstlvt sim-
plicity. Incrseaes In ths hosplul deductible 
will be msds only when a 05 change is called 
for and the outpatient deductible will 
change in 62-60 sups. 
Basis of reimbursement: Payment of bills 
under tht basic plsn would be made to the 
providers of service on tht basis of tht "rea-
sonable cost" incurred In providing care for 
sent fi Clarice. 
Administration: Basic responsibility for 
admJnistrstlon would rest with the Secretary 
of Health, Education, and Welfare. The 
Secretary would use approprUU 6UU agen-
cies and prlvste organlxations (nominated 
by providers of services) to assist in the ad-
ministration of the program. Provision Is 
made for the esublishmeni ot an Advisory 
Council which would advise the Secretary on 
policy mature In connection with adminla-
tratlon. 
Financing: Separau payroll taxes to • -
nance the basic plsn. paid by employers, cm-
ployeet. and self-employed persons, would be 
earmarked In a separau hosplul Insurance 
trust fund esublished in the Treasury. The 
amount of earnings (wage base) subject to 
the new payroll taxes would be the same as 
for purposes of financing social security cash 
benefiu. The same contribution rau would 
spply equally to employers, employees, end 
self-employed persons and would be ss 
follows: 
less 
1067-73..—.~. 
107S-76.. 
1070-70.. 
1067 end thereafter 
OSS 
.so 
•as 
• SO 
.10 
• 00 
The taxable earnings base for the health 
insurance tax would be 65.600 a year for 
1066 through 1070 and would thereafter be 
Increased to 06.600 a year. 
The ached ule ot contribution rates Is 
baaed on estimates of cost which sesume 
thst the taming* base will not be increased 
shove #6.000. If Congress. In Uter years, 
should Increase the base above 09.600. the 
tax rates esublished can be reduced under 
tht cost assumption* underlying the bill. 
Tht cost of providing basic hospital and 
related benefiu to people who are not nodal 
security or railroad retirement beneficiaries 
would be paid from general funds ot the 
Treasury. 
B. Voluntary Supplementary Flan 
Oeneral description: A package of bene-
Su supplementing those provided under the 
basic pUn would be offered to all pcYsons SS 
sod over on a voluntary basis. Individuals 
who enrolled IniUally would pay premiums 
of 03 c month (deducted, where possible, 
from social security or railroad retirement 
benefiu). Toe Oovcrnment would match 
this premium with 03 paid from general 
funds Since the minimum increase In cash 
social security benefiu for retired workers 
under the bill would be 04 a month (66 s 
month for man and wife receiving benefiu 
an the came earnings record), the benefit 
Increase would fully cover tht amount of 
monthly premiums. 
Bnrollment: Persons aged 06 before Janu-
ary l. 1006. will have an opportunity to en-
roll in an enrollment period which begins on 
the first day of the second month after the 
month ot enactment and ends Starch 01, 
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Persons atuiatng Oft SS eubeequeat lo 
December 91. 1065, will hurt enrollment pe-
riods of 7 months beginning t months before 
atutnlng 00. 
ID the futurt funeral enrollment periods 
will be from October to December II. to oach 
odd year. Tbt first such period Will bo 
October 1 lo December 11. SMI. 
Ho person m»y enroll more than I fears 
after close of Bret enrollment period In 
which be could have enrolled. 
There will be only one chance to recnroU 
for persons who are In the plen but drop 
Out. and reenrollment mutt occur within t 
pears of termination of preTlous enrollment. 
Coverage may be terminated (1) by the 
Individual filing notice during enrollment 
period, or (2) by the Government, for non-
payment of premiums, after a grace period. 
A State would be able to provide the sup* 
plementary Insurance benefits to Its public 
aasuuace recipients who are receiving cash 
asstsunce If It chooses to do ao. 
Benefits will be affective beginning July 
l. me. 
Benefits: The voluntary supplementary 
Injurs nee plan would cover physicians' eerr-
loss, borne health services, hospital service* 
In psychiatric institutions, and numerous 
other medical and health services In and out 
of medical Institutions. 
There would be an annual deductible of 
§40 Then the plsn would cover 00 percent 
of the patients bill (above the deductible) 
for the following eervlces : 
1. Physician*- and surgeons* eervicea, 
whether furnished In a hospital, clinic, once. 
In the home, or elsewhere; 
S Hospital care for 00 days In a spell of 
fJUneas in a mental hospital (100 day life-
time maiimum); 
t. Boms health aeniosa (with no require-
ment of prior hospitalization) for tip to 100 
wtsiu during each calendar year; 
4 Additional medical and health serriose, 
whether provided tn or out of a medical in* 
sytitution. Including the following: (a) Diagnostic X-ray and laboratory teats, 
Olecttocardiograin*. basal metabolism read-
ftngv eJectroencepbAlofmma, and other Slag-
BosUc testa; (b) X-ray. radium, and radioactive Isotope 
therapy; (c) Ambulance swrrloas (voder limited 
conditions); and (d) Surgical dreealngt and apUnte, casta, 
and other devicea for reduction of fracturss 
and dislocations, rental of durable nodical 
equipment such as Iron lungs, oxygen tents. 
Bospltal beds, and wheelchairs used In the 
patient's borne; prosthetic devices (other 
than dental) which ttpl^f all or part of an 
Internal body organ; braces and artificial 
lags. arms. ayes. etc. 
There would be a special limitation on out-
e*ds-tbe-bosptul treatment of menial, psy-
choneurotic and personality disorders Pay-
awant for amen treatment during any calendar 
pear would be limited. In effect, lo 0250 or 00 
percent of the expenses, whichever it smaller. 
Admlnsftrstlon by carriers, bast* for reim-
bursement Ifee secretary of Beeltb. Bduca-
Hon. and Welfare would be required, to the 
extent possible, to contract with earners to 
oarry out the major administrative functions 
foisting lo the medical aspects of the pro-
gram such aa determining rates of payments 
Bnder the program, holding and disbursing 
foods for benefit payment*, and determin-
ing compliance and assisting la utilisation 
twrtew. Bo contract as to be onterad Into 
by Use Secretary unless Be finds that the 
oarrter will perform its obligations voder 
toe contract omciently and affectively and 
Will moat such requiramenu aa to finanrisl 
sWeponalbUlty, legal authority, and other 
twatwrs aa Be Bnds pertinent. Use son-
tract must prorids that toe aarriar take BOO* 
omary action lo aaa that where payments 
ore on a oust basis (to Institutional providers 
i ) . toe aortas i 
reepondlngly. where payments are on a charge 
basis (to physicians or others furnishing 
oonlnstitutlonsl services), the carrier must 
aee that such charge will be reasonable and 
not higher than the charge applicable, for a 
comparable aervlce and under comparable 
Circumstance*, to the other policyholders and 
eubscrtbers of the carrier. Psyment by the 
carrier for physicians' services will be made 
on the basis of a receipted bill, or on the 
basis of an sn assignment under the terms 
of which the ressonable charge will be the 
full charge for the service. 
Financing: Aged persona who enroll In the 
supplemental plsn would psy monthly 
premiums of 02. Where the Individual la 
currently receiving monthly aortal security or 
railroad retirement benefits, the premiums 
would be deducted from his benefits. 
The Oovernment would help finance the 
aupplemenury plan through a payment from 
general revenues of 13 a month per enrol lee. 
To provide an operating fund at the begin-
ning of the supplementary plan, and to 
establish a contingency reserve, a Oovern-
ment appropriation would be available (on 
a repayable basis) aqua! to #18 per aged 
person estimated to be eligible in July 1066 
when the supplementary plan goes Into effect. 
The Individual and Oovernment contribu-
tions would be placed In a aeparate trust 
fund for the supplementary plan. All benefit 
and sdminlstrstlve espensas under the sup-
?4ementary plan would be paid from this und. 
The provision In the Income tai law which 
limits medical expense deductions to 
amounts in escees of • percent of adjusted 
froas Income for persons under 05 would be 
relnstltuted for persona 05 and over. Thus, 
provision Is made for partial or full recovery 
of the Oovernment contribution from en-
rolled persons with Incomes high enough to 
require them to pay Income taxes. A ape-
dai deduction (for taxpayers who Itemixe 
deductions) of one-half of premiums for 
medical care Insurance would be added, bow-
over, which would be applicable to taxpsy-
ors of all ages Such special deduction oould 
not exceed 0250 per year. 
Premium rates for enrolled persons (and 
the matching Oovernment contribution) 
Would be Increased from time to time In the 
event thst costs rise, but not more often 
than once every 2 years The premium rats 
for a person who enrolls after the first period 
when enrollment was open to him would be 
Increased by 10 percent for each full year he 
stayed out of the program. It would also be 
Increased for any period that be bad termi-
nated his coverage. 
C. Coats of the Baalc and Supplementary 
Plana 
Benefits under both plans would Brat be* 
oorne payable for eervlces furnished In July 
1066 except for eervlces In extended care 
facilities, for which benefits would Brat be-
come payable In January 1007. 
Basic plan: Benefits under the bade plan 
would be about 01 0 billion for the 0-month 
Kriod in 1006 and about 02 2 billion in 1007. otrlbutlon Income for those years would 
be about 010 and 02 0 billion, respectively. 
The costs for the uninsured (paid from gen-
oral funds) would bo about $270 million 
par year for tarty yoare. 
Supplementary plan: Ooata of the supple-
mentary plan would depend on bow many of 
too aged enrolled. 
If OO percent of the eligible aged enrolled. 
benefit coats of the supplementary plan 
would be about 0105 million to 0200 million 
xa the 0 months of 1000 and about 0705 mil-
lion to 01-02 billion la 1007. Premium In-
oome from enrol ieee for those years would be 
about 0275 and 0500 million, respectively. 
The matching Oovarrimsnt contribution 
would be the same. 
2f 05 percent of two eligible aged enrolled, 
benefit costs of was supplementary plan 
would be about OtOO ta 0010 million m 1000 
and about 0005 million to 01.22 billion to 
1067. Premium Income from enrollees for 
those years would be about 0325 and 0005 
minion, respectively. The Oovernment coo* 
tribution would be the aame. 
//. Smprovxmtnt cad exleasion o/ Xerr-sf (lie 
program 
Purpose and scope: In order to provide a 
more effective Xerr-Mllls program and to ex-
tend its provisions to other needy persona, 
the bill would establish a single and aeparate 
medical care program to replace the differing 
provisions for the needy which currently are 
found In five titles of the Social Security Act. 
The new title (XIX) would extend the 
advantages of an expanded medical assist-
ance program not only to the aged who 
are Indigent but also to needy Individuals 
on the dependent children, blind, and per-
manently and totally disabled programs and 
to persons who would qualify under those 
programs If In sufficient financial need. 
Inclusion of the medically Indigent aged 
would be optional with the States but If 
they sre Included comparable groups of blind, 
disabled, and parents and children must also 
be Included If they need help In meeting 
necessary medical costs Moreover, the 
amount and scope of benefits for the medi-
cally indigent could not be greater than that 
of recipients on the cash assistance programs. 
The current provisions of lsw in the vari-
ous public assistance titles of the act pro-
elding vendor medical assistance would 
terminate upon the adoption of the BOW 
program by the State but BO later than 
June 00. 1067. 
Scope of medical assistance: Under exist-
ing law. the State must provide "some Insti-
tutional and noninstitutional care** under 
the medlcal-asslstance-for-the-aged program. 
There are no minimum benefit requlrcmcnta 
at all under the other public assistance ven-
dor medical programs The bill would re-
quire that by July 1. 1067. for the new pro-
gram a Bute must provide Inpstient hospital 
cervices, outpatient hospital services, other 
laboratory and X-ray eervlces. skilled nursing 
borne ecrricee. and physicians' eervicea (whether furnished In the office, the pa-
tient's home, a hospital, or a skilled nursing 
borne) In order to receive Federal participa-
tion In vendor medical payments. Other 
Items of medical service would be optional 
with the States 
Eligibility: Improvements would be effec-
tuated in the program for the needy elderly 
by requiring thst the States must provide a 
flexible income teat which tskes Into account 
medical expenses and does not provide rigid 
Income standards which arbitrarily deny as-
sistance to people with large medical billa. 
In the aame aplrit the bill provides that no 
deductible, coat charing or almllar charge 
may be imposed by the Bute as to hospitali-
sation under Its program and that any such 
charge on other medical cervices must be 
reasonably related to the recipient's Income 
or reaouroas Also Important Is the require-
ment that elderly needy people on the State 
programs be provided assistance to meet the 
deductibles that are Imposed by the saw 
basic program of boaplul Insurance. AJao 
Where a portion of any deductible or cost 
aharing required by the supplementary vol-
untary program at met by a Bute program It 
muat be done ao In a manner reasonably re-
lated to toe Individual's Income and ra-
aourece. Bo Income can be Imputed to an 
Individual unless actually availsble; and the 
Snsnclal responsibility of aa Individual for 
an applicant may be taken Into account only 
tf the applicant Is the individual's spouse or 
child who to under age 11 or blind or eue-
torrcaecd Pbderal matching: Toe Pederal 
share of medical assistance expenditures 
under the new program would be determined 
Bpon a uniform formula with BO maiimum 
on the amount of expendituree which would 
be subject to participation. This currently 
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It toot for tht medical etelaunee for tho 
aged progrxm. Tht Federal chart. Which 
w l t t in relation to t fitaut per otpiu to* 
cctne. would bt increased over current medi-
cal eatlsunct for tht aged snatching to thtt 
Butts tt tht national t>ersge would receive 
65 percent ft the r thtn 50 pet cent, and Butet 
Ot tht lowest Itvt! could receive ot much ot 
§3 »*rc*nt ot contrasted with §0 ptrcoat 
tender ttUUog low. 
to order to receive 007 additional Federal 
fund* ot o rotult of expendituret under tht 
t t * program, the Sutet would need to coo* 
iiout their own eipendttures tt their present 
rtu. For o epeclfled period, any Suit that 
dUd wot reduce tU own tipendilurcs would 
be ooiured of ot least o 6-percent Increase 
In Federal participation In medical core ex-
penditure* At to professional medical per* 
oonnel. tht bill would provide t 15-percent 
FVderel aberc ot compared with tht #0-60 
Federal-Suu ehejlng for othtr edminUtra* 
tire expenses. 
Administration: Tht But* agency admin* 
literlng tht new program would htvt to bo 
tht tame ot that admlnisurlng tht old-age 
Btslstance progrmm. Aa tome Butet have 
done under tutting low. tuch on agency 
could deieget* 1U funcuon relating to tht 
medictl ttpecu of the program to tht Butt 
health ageney. Tht bill tpeclflctlly provides 
ot o Euu plan requirement that eooperttivt 
Bgreemenu be entered into with Bute tgen* 
Clet providing health service* tnd vocational 
tthtbUlutlon eervlcea looking toward maxi-
mum utlliixtion of these tervicet In the pro* 
vrtoion of medical eatlsunct under tht pUn. 
Effective datt. January 1. 1966. 
Coat: It la eat Una ted that the Dew program 
will increase the Pedert! Oovemmtnte con-
tribution about t200 million In a full year of 
operation over that In tht program* operated 
lander tail ting law. 
HI. Child hmUh profnin mmendncnU 
MsUrnal and chUd health and crippled 
Children: The bill would increase the amount 
Outhoriaed for maUmsl and child health 
•errlcea over current authorisations by §5 
million for fiscal year 1966 tnd by 010 million 
Is each succeeding fiscal year, at foliowa: 
FfttwJyeer 
19? tead a f te r . . . _____ 
SsMJeglaw 
OI0.000 000 
40 ono 000 
4VOX OX 
4VOX 000 
tAooaooo 
VoojebfD 
Bis. too. 000 
la 00a 000 
ts o(>. ono 
is. one 000 
• a oou 000 
A t eutborleetlona for crippled children* 
OtTvice would be Incroated by the aamt 
fimounU. Buch Increase* would assist tht 
Bute*, la both theae programs, in moving 
toward the goal of attending terrlctt with a 
flaw of As king them available to children 
IB aU paru of the l u u by July 1,1176 
Crippled children-training personnel: Tht 
hill would alto autboriae B5 million for tht 
atea! pear 1007. B10 million for fiscal 1966. 
Bod #17J million for each eueceedlng fiscal 
tear to bt for granu to tattltuuont of higbcr 
learning for training profeetlonal personnel 
for health and routed cart of crippled chli* 
etron. particularly mentally retarded thlldren 
and children with mulUple handJctpt. 
Stealth oare for woody children: A BOW 
provision It added eutborU.ng tht Boerttary 
m stealth. Iducatloo. and Wtlfart to mrry 
•ut a 6-year program of gpoclal project 
firenu to provide emprobcneJve health tart 
and terriott for children of tchool agt. or for 
pxeecbooj children, particularly in artaa with 
fioacenwationt of low.lnoomt families The 
menu would he to BUU health agendas, 
to tht Butt agencies adminisurlng tht crip* 
pUd children* program, to any tchool of 
BEorHclne (wttb appropruu participation by 
B tchool of dentistry), and any ttirhtng hot-
WJUl ajuutod with euch tchool. to pay not to 
eeeted T6 percent of the Boat of tht project, 
ttajtcu would provide 
preventive tervicet, treatment, correction of 
dcfccU, tnd tfurcart, Including denUl eerv* 
tecs, for children In low-Income famlllm. 
An tpproprlntion of $15 million would be 
auihori-.id for the fiscal year ending June 
B0. Ifoe. #35 million for the fitctl year tnd* 
tng Junt 90. 1907; #40 million for the fisctl 
year ending Junt 30. IOCS; #45 million for 
the fiscal >ear ending June 30.1069; and #50 
Bullion for tht fitctl peer ending Junt #0, 
1#70. 
, MenUl retardsUon planning: This title 
would authoriae granu totaling #2.7*0.000 
for tach of 3 fiscal years—tht fiscal year tnd* 
log Junt 90.1966, and the fisctl year ending 
June 30. 1967. The granU would bt avail-
able during the year for which the tp prop na-
tion U tuthorUed tnd during the succeeding 
fiscal yetr until June 30. 1366. They are for 
the purpose of taslsting Sutei to Implement 
and follow up on plena and other eupt to 
combat mtnUl reUrdation tut nor lied under 
aecuon 1701 of the BocUl Security Act. 
If. Old-eft, gvrvivoTi, end dtaebMfjf rater* 
once tmcndmtnu 
Beneflu 
1. Seven percent, acrota-the-board benefit 
Increase In old-age. turvivort. and disability 
Insurance benenu: The bill provides a 7-
percent, across-the-board benefit increaet, 
efftcUve retroactively beginning with Jan* 
ttary 1965, with a minimum Increatt of #4 
for retired workers age 63 and older. These 
tncreaset wUl be made for the B0 million 
eoclal security beneflcltriea now on the rolls. 
Monthly bene flu for workers who retire at 
or after 65 would be increased to a new mini* 
mum of #44 (now #40) and to a new maxi-
mum of #135.90 (now #137). In the future, 
credluble earnings under the Increase In the 
contribution and benefit bate to #5 600 a year (now #4.600) would make poaaiblt a man-
mum benefit of #149*0. 
The maximum amount of benefitt payable 
to a family on the basis of a tingle earnings 
record would bt related to the worker* aver* 
age monthly earnings at all earnings levels. 
Under present Uw, there U a #254 limit on 
family bene flu which operates ever a wide 
range of average monthly earnings. Under 
tht bill, until 1971, tht family mtilrmim 
would be #312. 
Under the second-tlep Increan In the wage 
bate to #6.600 to be effective In 1971. alto 
provided in the bill, the worker's primary in-
eurtnet amount would range from a mini* 
mum of #44 to a future possible maximum 
of #167*0 t month. Maximum family bene-
fiu up to #368 would alto be payable. 
8. Ftyment of child a insurance benefitt 
to children etundlng tchool or college after 
attainment of age 16 and up to agt 22: Tht 
bill include* the provision adopted by both 
House and BentU last year which would eon* 
tlnue to pay a child's Insurance benefit until 
the child reaches agt 82. provided the child 
It etundlng public or eocrtdited schools. In* 
eluding a vocational tchool or a college, at 
B full-time ttudent after he reaches age 16. 
Children of dootaaed. retired, cr disabled 
workers would be Included. Ho mother* or 
Wife's beneflu would be payable 00 the baaU 
of a child who hat attained agt 16 but It In 
Thit prwvtoioo will he effective January 1, 
IMS It It estimated that 895.000 children 
will be able to receive benefiu for a typical 
eahooi Booth tm IBB6 ea a tatult of that 
Brwtleioav 
B. BeneflU for widows at Bgt B0: The wUl 
would provide the option to widows of rt-
eelvtng benefiu beginning at age BO with the 
htneflu payable to those who claim them he-
lore agt 62 being actuarially reduced to take 
account of tht longer period over which they 
Will be paid Under present law. full widowt 
beneflu and actuarially reduced worker'tend 
Wife s benefiu are payable at age B3. 
This prtrrusoo. adopted by both •< 
fear, would be effective for the second month 
he asemth of enactment. It It esti-
mated that 166.000 widows will be tble to 
get benefiu immedUUly under this provl* 
aion. 
4. Amendment of disability program: (a) 
Definition: The blU would eiimintu tht pres-
ent requirement that a worker's disability 
must bt e 1 pec ted to result In death or to be 
of long-continued and Indefiniu duration, 
and instead provide that en insured worker 
would bt eligible for disability benefiu if he 
has been touily disabled throughout a con-
tinuous period of at least 6 calendar months. 
Benefiu payable by reason of this change 
would bt ptid for tht tecond month follow-
ing the month of enactment. (b) Waiting period: The waiting period 
during which an individual must be under a 
disability prior to entitlement to benefiu It 
reduced by 1 month by the bill. It provides 
that diaablllty beneflu would be payable be-
ginning with the laat month of the 6-month 
waiting period rather thtn with tht first 
month tfter the 6-month wtlting period at 
under exiting Uw. This change would be 
epplicable to all cases in which the latt 
month of the waiting period occurs after the 
month of enactment. 
It U estimated tome 165,000 disabled work-
art tnd dtpendenu will be benefited by theae 
provisions. 
Certain changes are alto made in the provi-
sion terminttlng disability beneflu and waiv-
ing subsequent waiting periods to as to make 
them more restrictive when applied to 
ahorur term disabilities. (c) Entitlement to diaablllty benefiu after 
entitlement to benefiu payable on account of 
age: Under the bill, a person who becomet 
entitled before age 65 to t benefit payable on 
account of old tge could Uter become en-
titled to disability insurance benefiu. 
(d) Allocation of contribution income be-
tween OASI and DI trust funds: Under the 
hill, an additional one-fourth of 1 percent 
of Uxablt wages and three-sixteenths of 1 
percent of Usable eel'-employment income 
would be allocated to the disability insurance 
trust fund, bringing the total allocation to 
three-fourths of 1 percent and nine-eix-
teentht of 1 percent, respectively, beginning 
la 1966. 
6. Benefiu to certain persona at age T2 or 
over: The bill would Uberaliae the eligibility 
yequircmenu by providing a basic benefit 
nf #35 at age 72 or over to certain persona 
with a minimum of three quarters of cover-
age which can be acquired at any time atnot 
tht beginning of the program in 1937. To 
accomplish this, a new concept of ~trenel-
tlontl insured" tutus to provided Pies ant 
law requires a minimum of tii quarters of 
coverage in employment or ee If •employment. (a) Mtn and women workers: The concept 
of 'transitional Injured" tu t us which would 
makt an individual eligible for an old-age 
or wife's benefit provides that tht oldest 
workers will receive benefiu with only three 
quarters of coverage, under the bill. Theae 
three quarurt may have been acquired at 
any time since the inception of the program 
la 1937. For those who are no{ quiu BO 
Bid. tht quarters of coverage requirement 
would increase until the requirement merges 
with tht present minimum requirement of 
eu quartert. 
The following table Wuetretes the opera-
tion of the nrtntmrmal ineurad" etttut pro-
vition for < 
Verwtrt be****** 
Agt Be 1661) Qetrurtef AeaOartti) Qwsrtentf 
t w i 
vmactbtfwjvhta, lagan. 
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(b) Widows: Any widow who Is age 71 or would bo *U quarters, too 
over to 1966. If her husband dltd or reached low, 
age 65 In 1954 or esrller, u o get o widow's 
benefit If ber husband bad at least thrtt 
quarUrs of coverage rroatoi law requires 
oU quarter*. 
tf tbe husband died or resetted 06 to 1056. 
tbe requirement la four quartera. tf bt dltd 
or reached 95 to 1956, the requirement would 
W ova quarters* If he died or raacbrd 06 
a to prtaaot 
For wldowa reaching aft 73 to 1997 and 
1966, there la * "greding In" of coverage re-
quirement of four or fite quartera of cover-
age, respectively. Widows rtachtng oge 7a 
ID I960 or after would be subject to tht re-
quirement* of tiiatiog law of sis or more 
quarters of coverage. 
Tbt Uble below sots forib iba rsquire-
to 1967 or later, too minimum requirement menu so to widows: 
Iwswrto9 ofoiM precwseiu iritk respecf fo tfieW* heneJUi or to fuerfer* • / cswcrepe nquirei 
Vow of efsgt6e,lf 
low 
qua/tan 
required 
6™ S._ 6.... Iv i 
Fiefessd quanm rvqorrsd Or 
stuuui* aft 72 Is—• 
tSMwseesrt 
|c) Basic beneflu: Hen sod woman workers 
wbo would be eligible under tbt oboes* 
described provUlons for workers would re-
ceive a basic benefit of 635 s month. A wife, 
aged 72 or over (and wbo attains that sga 
before 1969) would receive one-half of this 
amount. 617-60 Ho other dependenu* basic 
beneflu would be provide* under these pro-
visions. 
Wldowa would receive $66 o month under 
the above-described provieioo. 
These proruione would become effective 
for ibe saoond month after the nontb of 
enactment, st which time on estimated 655.* 
000 persons would be sola to start roost?log 
bwnefiu 
• BeUrtment tost: The bill liberalises tht 
social security earned Income limitation so 
that the uppermost limit of the "band" of 61 
reduction in bene flu for 92 In earnings la 
tsiaed from 61.700 to 63.400. Under existing 
law tbe first 61.200 s year In earnings is 
wholly eiempted, and there at a 61 reduc-
tion in benefits for each 62 of earnings up to 
•1.700 and 61 for 61 shore that amount. Tbe 
bill would increase the 61 for 62 "band" so 
that It would apply between 61.300 and 62 -
000, with 61 for 61 reductions short 93.400. 
This change la effective so to taxable yeere 
onding after 1966. 
Tbe bill also exempts eertein royalties re-
envtd In or after the year In which s per-
ion rear has sgt 96 from copyrights and 
patents obtained before age 65 from being 
counted ss earnings for purpose* of this test 
affective as to taxable years beginning after 
7. Wife* and widow* benefits for dJvoroad 
women* Tbt bill would sutbortse payments 
of wife's and widow's benefits to tbe dl-
eereed wife aged 63 or over of a retired, de-
aoaaed. or disabled worker tf she bad been 
married to tbe worker for at least 00 years 
before tbe elate of tbe divorce and if hex 
divorced husband was snaking (or was ob-
ligated by a oourt to make) a substantia] 
contribution to ber support when be became 
entitled to benefits, baceme disabled, or died. 
A s bill would also provide that a wife's 
bwnefiu would not tsnninste when the wom-
an and bar husband are divorced if tbt mar-
rtage has boon In effect for 00 years Provi-
sion is also made for tbe reoetabliahmsnt of 
benefit rights for a widow or a wife wbo re-
•tarries and tbt subsequent suarriafe basts 
lass than 00 years These changes are of* 
forties as to second month following month 
0. Adoption of emud by retired worker: 
A s bill would chants tbe provisions relating 
to tbe payment of beneflu to children wbo 
ore adopted by csd-sfe insurance bene-
Belarlcs to require that as to any adoption 
after the worker booomss entitled to an ald-
ose benefit (1) tbe child be living with tbe (or adoption piureodlius nave begun) 
be month when ajiplioatlogi 
for old-age beneflu Is Sled; (3) the child be 
receiving one-half of his support for s year 
before the worker's entitlement; and (6) the 
adoption be completed within 3 years after 
the worker's entitlement. 
Tbe following coverage provisions (con-
tained In the Bouse-pessed bill last year) 
were Included: 
1. Pb-sicUna and Interns: Oelf-employed 
physicians would be covered for tasahle years 
ending after December 61. 19*5. Interna 
would be covered beginning on January 1, 
1966. on the same basU ss other employees 
working for the same employer. 
0. Farmers: Provisions of esUtlng law with 
respect to the coverage of farmers would be 
amended to provide thst farm operators 
whose annual groea earnings are 92.400 or 
leas (instead of 61.600 or leas as in existing 
law) can report either their actual net earn-
ings or 06*, percent (as in present law) of 
their gross earnings. Farmers whose annual 
froas earnings are over 62.400 would report 
their actual net earnings if over 61.900. but if 
actual net earnings are leas than 61.600. they 
may instead report 61.600. (Present law 
provides that farmers whose annual froas 
earnings are over 61.900 report their actual 
net earnings If over 61.200. but if actual net 
earnings are less than 61.200, they may re-
port 61.200) Thie change would be effective 
for taxable years beginning after December 
01.1965. 
0. Cash tips: Coverage of cash tips received 
by an employee in the course of bis employ-
ment ss wages would be provided, effective 
OS to tips received after 1965. (a) Reporting of tips: Tbs employee would 
be required to report to bis employer 
to writing the amount of tips received and 
tbe employer would report tbe employee's 
tips along with the employee's regular wages. 
Tbe employee's report to bla employer would 
Include tips paid to him through the em-
ployer as well as those received directly from 
customers of tbs employer. Tips received by 
oo employee which do not amount to o 
total of 930 a month In connection with bis 
work for any woe employer would sot bo 
covered end would not be reported. 
(b) Tax on tips: Tbe employer would be 
required bo withhold social security taxes 
only on tips reported by tbe employee to him. 
Unlike the provision in last year's Bouse bill. 
Use employer would be required to withhold 
Income tax on such reported tlpe. Tbe em-
ployer would be responsible for tbe social 
security tax on tips only If tbe employee 
reported tbs tips to him within 10 days af Ur 
tbe end of tbs month In which tbe tips were 
twesived. Tbe employer will be permitted 
Oo gear these new procedures Into bis usual 
payroll periods. Tbe employer would pey 
Is own and tbe employee's share of tbe 
Obese tlpe and would seclude tbe tips 
with bis regular reports of wsges. If at tbe 
time the employe report Is dus (or. In cases 
where the report U made earlier—if between 
the making of the report and the time it to 
due), tht employer does not have unpaid 
wages or remuneration of the employee under 
bla control sufficient to cover the employee's 
share of the social security tax applicable to 
the tip* reported, the employee will pey bis 
share of the tax with bU report. 
If the employee does not report bU tips to 
his employer within 10 deys af ur the end of 
the month Involved, the employer would bate 
no liability. In such e case the employee 
alone would be liable not only for the amount 
of the employee tai but aiao an additional 
amount equsl to the employer tax. 
4. But* end local government employees: 
Alaska and Kentucky would be sdded to tbs 
Uat of States which may cover Bute and 
local government employees under tbe di-
vided retirement system provUlon. Tbto 
provUlon sllowa current employees desiring 
to do so to elect coverage; future employees 
ore covered eompulsorlly. 
Another opportunity would be provided. 
through 1966. for the election of coverage 
by people who originally did not choose cov-
erage under the divided retirement system 
provision. 
Coverage would be made svsiUble to cer-
tain hospital employees in California whose 
positions were removed from s Out* or local 
government retirement system. 
New coverage proviaiona in tbe bill (not 
oonuined In last years bill) are: 
1. District of Columbia employees: Oever-
ege would be extended to employees of tbs 
District of Columbu who are not covered by 
a retirement system. About 600 substitute 
teachers would be involved. The Dutrict of 
Columbia Commissioners also could shift 
tbs coverage of temporary and Intermittent 
employees from the civil eerrlce retirement 
system to socUl security. The earliest date 
on which coverage could become effective 
would be the first dsy of the calendar quar-
ter following the calendar quarter of enact-
ment. 
9. Exemption of certain religious sects: 
Members of certain religious faiths may be 
exempt from socUl security self-employ-
ment taxes and coverage upon application 
which would be accompanied by s waiver of 
benefit righu. An individual eligible for 
tbe exemption must be e member of a recog-
nised religious sect (or s division of a sect) 
who Is an adherent of the esUbilahed teach-
ings of such sect by reason of which be Is 
conscientiously opposed to acceptance of tbs 
beneflu of any private or public insurance, 
making paymsnu in tbe event of death, die-
oblllty. old-age. or retirement, or making 
peymenu toward the coat of. or providing 
services for. medical oars (including tbe 
beneflu of any Insurance system esubUahsd 
by the Social Security Act). Tbe Secretary 
of Bealth. Education, and Welfare must fltnd 
thst such sect has such teachings and has 
bees In esiaunce st sll times since Decem-
ber 91, 1960, and thst It Is the practice for 
members of such sect to make provision for 
their dependent members which. In tbe See* 
rotary a judgment. Is reasonable In siew of 
their general level of living Tbe exemption 
for previous years (taxable. yeere ending 
prior to December 91.1965) must be Bled by 
April 19, 1006. Tbs exemption would be 
effective as early as taxable years boginriliig 
after December 91.1960. 
0. nonprofit organisations: nonprofit or-
gan taatl on* oould provide coverage for em-
ploys** retroactively for up to 6 years (1 
pear under present lew); also. validation of 
eertein erroneously reported wages would be 
permitted. _ _ _ 
1. Wing of proof: Extends Indefinitely 
tbe period of Sling of proof of support for 
wspendsnt husband*, widowers and parent's 
beneflu. and lump-sum death peymenu 
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where food MUM exist* far failure to Ele 
within Initial t-yeax period. . 
S. Automatic recompuuUoa Of benefiu: 
The benefiu of people on the rolU would be 
recomputed automatically each year to tax* 
account of any covered warnings that the 
worker might hart had In the previous year 
that would Increaae hU benefit amount. 
Under aiuung law there art various require-
menu, Including filing of an application and 
aarninfft of ever 01,200 a year after enutle-
anent. 
a Military waft eredlU: Fepleces preaent 
pro via ion authorising relmhuraement of trust 
funds out of general revenue for gratuitous 
aoclal eecurlty wage credit* for servicemen 
ao that auch paymenU will be apread over the 
Beit SO yean (BOW 10 yaara). 
A voxler a/per**** taxaWtafrly e/ecJ#«f s t i aatawnf a/arftfrtiana! leiicjux in IkifJl peer J 066 
f psmM tenet! fa en an (KaUAln 
Wrtrnu). ChlWS » hrnefit la att S9 Ula 
sVUuerd aft Sw **•*%*. „., 
sUdonWa la ettelWny 
arrvm> er*4 T2 a* ater 
LlWlUaik* af 4*»NlHy drSjaJban... 
tJavvalbaiia* afretseawat test. • • „ • . . 
ilaaviawy SOsjiilttan 
*••••••••••• twi.ooo children ••••••» 
Sw exeuxa teS.OxO 
H.I 
fits roMlcr.. 
fl&5 million (no lens-ranee 
eharct to tyateni Urtouw af 
anuria! reduction). 
lltoaiimoo. 
1*5,000 warier*, sad depend-
wau. 
Hit benefit provisions of the bill art fl-
Banced by (I) an Increaae in the aarnlngt 
base from at.000 to 06,000 (effective Janu-
ary 1. lied), and 06.000 (effective 1071). and 
ft) a mised u i r*U achedult. 
The tax ret* achedule under flirting law 
and miaed achedule provided by the bill for 
OA&DX program* follow: 
flawarcentl 
Toon 
fas* . , , . . . « 
S0B6.., 
* • * - ,L . „ , 
1WW-T7 
SOTiaadafMr— 
Bnptoyw* 
***{*>>'** f tU 
Wech) 
Ptvaent 
liW 
4123 
4125 
4 0T3 
4025 
4025 
101 
aa» 
4 0 
4 0 
40 
4 « 
4 0 
SetMmpioxed 
fata 
Pvcarnt 
! Isw 
44 
a t 
! * * 
- 40 
• • 40 
BQ1 
at 
ao 
ao ao 
ao 
7.0 
F. Public asrlsfsac* amradmenfs 
1. Increased asautanot paymenu: The 
Federal ahare of payments under ail Bute 
public assistance programs Is Increased a 
iltUe more than an average of 02.60 a month 
for the needy aged, blind, and disabled and 
an average of about 01-25 for needy children. 
effective January 1, lose. Tbla Is brought 
about by revising the matching formula for 
the needy ag*d. blind, and disabled (and for 
the adult cateforlea In title XVI) to provide 
a Federal ahare of 131 out of the Brat 037 
(sow twenty-nine thirty-fifths of the Bret 
133) up to a maximum of 076 (now 070) per 
month per Individual on an average bails. 
17* bill revises matching formula for aid 
to families with dependent children ao as to 
provide a Federal ahare of five-aliths of the 
Brat 010 (BOW fourteen-seventeenths of the 
Brat 017) up to a maximum of 032 (BOW 
•SO). A provision Is included so that Bute* 
will Bot receive additional Federal funds ex-
cept to the taunt they pass tbtm on to 
Individual reclplenu. Effective January 1, 
lidd. Cost: About 1100 million a year. 
v
 B. Tubercular and mental patlenU: Be-
move* aacJuaion from Federal matching in 
wld-egt aaalstaBee and medical asauuno* for 
the egad programs (and for eomblned peo-
Bnm. tit)* XVI) as to aged Individual* who 
are patlenU in Institution* for tuberculaals 
stal dlsaaaaa or who have been Blaf-
ao having tuberculosis er paychosls 
and. as a rwrujt. are pauenu la a medical 
iBstitutlos. aUqulrea as aondiUon of Fad-
oral participation tn such paymenu to. or 
Bar. mental pattenu aortaln egrewmenU and 
twraaf emenu to aswure tbat bettor ears n -
amu from the additional Fwderal tweeey. 
Frorida* that Butt* will raoaive BO more In 
Fwderal fund* under this proeleloe than they 
tweraas* their expenditures for aaental health 
wurpoaa* under public health and public we!« 
to Federal matching for needy blind and dis-
abled who are tubercular or psychotic and 
are In general medical Institutions. Effec-
tive January 1, 1110. Cost: About 175 
million a year. 
1. Protective paymenu to third person*: 
Adds a provision for protective paymenU to 
third persons on behalf of old-age assistance 
recipients (and recipients on combined title 
XVI program) unable to manage their money 
because of physical or mental Incapacity. 
Effective January 1, 1160. 
4. Earning* eiemption under old-age as-
sistance . Increaae aarnlngt eiemption under 
old-age aasltUnce program (and for aged in 
the combined program) ao tbat a SUte may. 
at iu option, exempt the first S20 (now S10) 
and one-half of the next 060 (now 040) of 
a recipient's monthly earnings Effective 
January 1,1H6. Cost: About SI million Brat 
year. 
1. Definition of medical assistance for 
aged Modifies definition of medical assist-
ance for the aged ao as to allow Federal 
sharing as to old-age assistance reclplenu 
for the month they are admitted to or dis-
charged from a medical institution. Effectiva 
July 1, IMS. Coat: About 12 million. 
1. Retroactive benefit Increaae: The bill 
adds provision which would allow the Bute* 
to disregard so much of the OASDI benefit 
increase as Is attributable to IU retroactive 
effective dau 
7. Economic Opportunity Act earning* ex-
emption. The bill also provides a grace pe-
riod for action by Bute* that have not had 
regular legislative session*, whose public as-
aisunce eutuu* BOW prevent them from 
Blaregardlng aarnlngt of reclplenu received 
Under the Economic Opportunity Act. 
1. Judicial review of BuU denials: The bill 
provide* for judicial review of the denial of 
approval by the Secretary of Health, Educa-
tion, and Welfare of Bute public assUunee 
plans and amendmenu and of his action 
under auch program* for noncompliance 
with BUU plan eooditlons 1B the Federal 
law. 
Mr BYRNES of Wisconsin. Mr. 
Chairman. 2 Field myself is minutes. 
Mr. Chairman, I regret that we must 
Bonsider a bill of this proportion, dealing 
BB It does with auch aenUtlve and far* 
teaching matters, all In one bill, to a 
ftault, we art required to oonsider the 
good and the bad. with no opportunity 
to separate, as It were, the wheat from 
the chaff. Instead of considering one 
atngle bill, Mr. Chairman, we should be 
aonslderlrvf at a minimum two separate 
bills. The chairman of the Committee 
Bfi Ways and Means has suxrrsied that 
It eould Been be divided further when 
be ftatos than are four monumental sec-
tions to this omnibus bill we a n eon-
aaderti*. I would leave bain wall 
pleased and well satisfied If he would 
have earlier limited it to two and said: 
"Let us consider two separate monumen-
tal aspect* of this bill. First. That part 
making necessary changes in the old-age, 
survivors, and disability insurance sec-
tion, the cash benefit program, and the 
various welfare programs; and. second, 
another bill dcsling with the medical 
care proposals." It seems to me that the 
House and Its Members should have 
some opportunity to really work their 
will on this legislation. 
The medical provisions should stand 
or fall on their own merits, and the 
amendments to the old-age. eurvivors, 
and disability Insurance system, the cash 
benefit program, should stand or fall on 
the menu of those amendmenu. But 
as it Is we are forced to accept the bad 
with the good, or reject the good with 
the bad. 
This Is not, In my Judgment, a good 
way for a democratic body—and I use 
a small "d"—to function. It Is not the 
way to get a full expression of the will 
of the House of RepresenUtives. 
X proposed earlier this year when the 
committee first began IU consideration 
of this matter, that we consider and 
consider promptly amendmenu to the 
old-age and survivors disability Insur-
ance system and the other welfare pro-
grams, and get that on IU way. We had 
already done the groundwork on that 
We had passed in this House last year a 
bill providing necessary amendments 
and changes. It had tone through the 
Senate; it had been practically through 
conference; we could have acted speed* 
Uy. and it could have been enacted Into 
law long before this. In fact. I might 
review Just a little history to point out 
that the amendments to the old-age 
survivors disability Insurance sections 
of this bill could have been passed last 
fall if the word had not come down, and 
the Insistence made that "Oh, no. you 
have to tie all of these together because 
of the fear that the medical part of this 
program eould not stand on Its own 
menu." 
Let me point out this at the very be* 
ginning, that we on the committee. 
Democrats and Republicans alike, are In 
general agreement with respect to those 
provisions In the bill as reported by the 
committee relating to the old-age and 
survivors system, the disability system, 
and even as far as the Kerr-Mills sys-
tem Is concerned. That Is not to aay we 
have agreed on everything that Is In the 
bill today, but generally we could have 
accepted them and they eould hove 
passed this House without a dissenting 
vote If we had limited It to that. 
Yes. and we are in agreement In the 
eotnmlttee, Democrats and Republicans 
alike, that our aged people face a prob-
lem with respect to providing for their 
medical care. We acknowledged that as 
far back as If 50. when we authorised the 
Federal Government to participate to 
subsidizing the benefit paymenu made 
by BUtes to certain of its aged people 
who were In need. 
We recognised It again when we en-
acted In the first instance the *Urr-
MUls bill, and we still recognise that this 
la a problem of our older people. 
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We all feel. Democrats and Republi-
cans alike, that something should be 
done, that action b called for. Our dif-
feience. and It Is an Important differ-
ence, is as to how. How do we do It? 
Horn do we meet the problems of these 
people In a wsy thst Is best for them 
and Is best for this Nation and In the 
best Interests of all of our people? 
Let me. In my discussion of the bill 
before us and the Issue before us. say a 
few words about the changes thst have 
been made In the basic Social 6ecurity 
Act 2 am most pleased at some of the 
thantes that are made because they are 
changes that I have been advocating for 
aome time. We finally are moving in this 
bill to correct what 2 consider to be some 
very serious Inequities and aome in-justices 
I would mention first the benefit level. 
It wss last year when this matter of In* 
creasing the level of benefits under the 
old-age and survivors and disability In-
iurance was under consideration that 1 
proposed, and In fact moved in the com-
mittee thst the benefit level be Increased 
by 7 percent We were told at that time 
by the administration, and this position 
was supported by the majority on the 
committee, thst It had to be held to a 
1-percent Increase and thst it had to be 
held there In order to accommodate a 
medical care program under the social 
security system. 
Do not forget that history because ft 
Is Important to remember when the pro-
ponents of the committee bill say the 
medical program can have no effect on 
the cash benefits, that we do not have to 
worry about superimposing a medical 
care program on the old-age and sur-
vivors insurance system. 
It was as recent as last year that we 
were told—yes; the cost of living has In-
creased 7 or I percent since we last In-
creased the cash benefit level, but you 
cannot Increase benefits by 7 percent and 
still have enough of the payroll tax left 
to finance a medical care program under 
ooclai security. 
Thst. my friends, Is what Is also going 
to hsppen again In the future if we tie 
a hospitalization program to the old-age 
and survivors Insurance system, as Is 
done In this bill as reported by the com-
mittee.
 % 
There Is going to come a day when you 
will recornize the need for Increased cash 
benefits In that program and you will be 
foreclosed from doing so because you will 
have preempted the payroll Us and the 
iourcc of revenue from that source for 
the purposes of medical care, and you 
Will not have sufficient left to do what 
should be done with respect to cash 
benefits. 
I am pleased at the change that Is 
Involved In this bill over the bill last 
pear, and 2 am pleased by the 7-percent 
There Is a provision In this b£Q and 
the chairman has referred to It, of pay-
ing benefits on a transitional basis to 
certain persons 72 years of age and over 
who are not now eligible for cash bene-
fits We have had, In my Judgment, a 
very serious Inequity to the old age and 
survivors Insurance system In that we 
completely Ignored the plight of many 
of our older people, a large percentage 
of whom are widows, who becsuse they 
were born too soon, you might say, or 
because the Congress acted too late, do 
not receive the benefits of the old age 
and survivors insurance system. 
In 19C0 I first Introduced In the 10th 
Congicss a bill to provide benefits for 
these people. X am most pleased today 
to see the committee st least In part 
moving to solve this problem by the pro-
vision that has been added to the bill to 
Include and provide benefits for those 
over 72 years of age In certain circum-
stances. 
Another Item thst was of some Inter-
est to me and which 2 encouraged the 
committee to include—and I think I can 
at least take some credit for having It 
Included—is the Item providing for In-
creasing the amount an Individual Is 
permitted to earn without losing benefits. 
Thst was not In the bill when It wss 
sent to us by the sdministrstion. It was 
not in the King-Anderson bill and it was 
not In the preliminary draft of the bill 
that was submitted to the committee 
prior to the final action. But we did in-
sert in the bill, during the latter dsys, 
this provision Increasing the amount an 
Individual can earn and still not lose his 
cash benefits. 
Then also there Is a provision that I 
would point out that liberalizes the in-
come treatment for the self-employed 
farmer. This corrects a problem I 
brought to the attention of the com* 
mittee last year. 
Then there is another provision that X 
think we all should be acquainted with 
because it is of considerable significance 
and also moves touard the correction of 
a problem which I have felt existed In 
our tax isas through the years This is 
not an item relating specifically to our 
aged and to those over 65. This Is an 
Item that relates to all of our people It 
Is the provision which will permit a per-
son no matter what his age. in determin-
ing his income tax and his tax liability, 
to deduct SO percent of the cost of the 
premiums for a health Insurance policy 
up to a maximum deduction of $250 
without being limited by the 1-percent 
floor. This provision moves In the direc-
tion of encouraging our people to pro-
Tide Insurance against the risks of medi-
cal costs. 
X first proposed legislation to remedy 
this problem in 1062. In the 67th Con-
gress X believe it will be of considerable 
help and encouragement toward greater 
expansion of private Insurance for the 
mass of our populstion. and therefore a 
move In the right direction. 
How let me come to the parts of the 
bill which are In controversy, to that 
part of the bill which the proponents are 
unwilling to let stand on its own feet and 
rise or fall on Its own merits, but which 
they hsve to tie to the now controversial 
amendments to the Boclal Security Act. 
Perhaps I could best discuss this aspect 
Of the bill and the problem by pointing 
cut In the first Instance what X would 
propose to replace the provisions of the 
bill as reported by the committee relating 
to medical care for the aged over 65. 
The bill X propoce, which X have intro-
duced. Includes all of the social security 
amendments, all of the public welfare 
amendments, all of the amendments to 
the Kerr-Mills Act, to which X have, 
horn ever, added specifically the option for 
the BUtes to adopt the eldercare pro-
gram. The only difference between the 
bill X have proposed and will offer as a 
substitute snd the bill as reported by the 
committee Is In the approsch to the 
problem of heslth insurance for the aged. 
The substitute bill provides a program 
of health insurance which is admittedly 
the most comprehensive available today. 
The substitute adopts the approach used 
by the private insurance industry and It 
Is patterned after the s> stem of insurance 
thst we hsve provided for our own Fed-
eral employees. The benefits are pat-
terned on the high option of the Gov* 
ernment-wide Indemnity contract nego-
tiated between the Civil Service Com-
mission and private carriers for the 
benefit of Federal employees. Xt makes 
no distinction betmeen medical services 
In the hospital or out of the hospital and 
It thus avoids placing unnecessary re-
liance on hospitalization, as X feel the 
committee bill does, which is the area ad-
mittedly where the costs are the greatest 
and the most likely to rise in the future. 
The program Is also patterned after 
the program we make available to our 
Federal employees in that we provide for 
a sharing of premium costs The Indi-
vidual participates on a voluntary basis. 
He has the choice as to whether he wants 
to tske the insurance policy or not. He 
pays a part of the premium costs The 
Federal Government pays the balance of 
the premium costs 
For parts 1 and 2 of title X of the com-
mittee bill—these are the sections which 
provide for the hospitalization and re-
lated medical services—I substitute a 
single comprehensive program of Fed-
eral Insurance. The program Incorpo-
rates the medical program of the com-
mittee bill into a single package of bene-
fits, with more extensive coverage—yss. 
and a savings in costs 
Now, there Is nothing complicated 
about the proposal We rely upon and 
adopt the procedures which are followed 
by private carriers In their contracts 
with the Civil Service Commission for 
our Federsl employees. 
The CHAIRMAN. The time of the 
gentleman has again expired. 
Mr. BYRNES of Wisconsin. Mr. 
Chslrman, X yield myself 10 additional 
minutes. 
All persons aged 65 or over w6uld be 
eligible—eligible on a uniform basis—-for 
insurance and protection equivalent to 
the Oov ernment-wide Indemnity benefit 
plan of the Federal Government. Their 
participation would be voluntary. There 
would be no means test. Enrollment 
would be during an Initial enrollment 
period followed by periodic enrollment 
periods. This Is the same system we use 
for our own Federal employees WOT 
those under social security or the rail-
road retirement, enrollment would be 
exercised by the assignment of a pre-
mium contribution or a checkoff against 
the Individual's current social security 
benefits. Those not under social se-
curity, would execute an application ac-
companying It with their Initial premium 
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contribution, Bute agencies would be 
granted an option to purchase the insur-
ance for their old-age distance and 
medical assistance for the aged recipi-
ents at a group rate. Premium contri-
butions by the individual would be based 
on the cash benefits which they receive 
under the OA5DX. 
Premium contributions by Individuals 
would be based upon the cash benefits 
which they recehe under the OASI sys-
tem. The premium mould be 10 percent 
of the minimum social security benefit 
and $ percent of the balance. Those re-
ceiving the lorn est social security bene-
fits would pay the least. The average 
premium contribution on the basis of 
the bills* benefit levels would be $6-50 per 
month per person. 
Persons not under social aecurity 
would pay a premium equivalent to the 
maximum contribution of an individual 
under social security. The remainder of 
the cost of the insurance would be paid 
by the Federal Ooverament out of gen-
oral revenues. 
Benefit* would be paid out of a Na-
tional Health Insurance Fund. The fund 
would receive as deposits the contribu-
tions of Individuals, assignments from 
the social security system and railroad 
retirement board on behalf of Individ-
uals mho have authorized a checkoff of 
their cash benefits. 5tate contributions 
for OAA and MAA recipients, and annual 
appropriations from the Federal Treas-
ury 
The Secretary of the Treasury would 
administer the fund. 
The Insurance program .would be ad-
ministered by the Department of Health, 
Education, and Welfare, which would be 
Charged with general administration, 
recordkeeping, and so forth, but would 
not process the claims or bills of hos-
pitals, physicians, and the like. 
The Burgeon Oeneral would contract 
with private agencies, Blue Cross-Blue 
Shield, for example, which would proc-
ess and pay the claims of those furnish-
ing services and would then be reim-
bursed from the National Health Insur-
ance Fund. 
The Surgeon Oeneral would contract 
with private agencies and Insurers Just 
Bke we do In the Federal health Insur-
ance plan, which would then pay the 
claims of those furnishing the services, 
sweh as doctors and hospitals, and would 
be then reimbursed from the National 
Insurance Fund. 
The chairman has fuggested and 
Others have suggested that this Is a more 
costly method. It Is not a more costly 
method I hope we can ahow you In 
terms of oott to the Oovernment—4n 
terms of ooat to the taxpayers—that we 
offer a plan here which Is leas costly to 
the taxpayers than that of the commit-
tee bill. 
Let me my this: The aatimatas of the 
cost of this program have been made by 
the chief actuary of the Department of 
Health. Education, and Welfare, who has 
also made the estimates of the cost of 
the oommlttee bill. On February g, 
shortly after I Introduced the bill em-
bodying the provisions of this alternative 
plan, the actuary, in whom I have a great 
tfoal of confidence, estimated that this 
program would cost on an average of 120 
a month for each participant. That Is 
the picmium you would have to charge if 
the piogram were fully financed by 
premiums. 
On February If, a week later, however, 
the same actuary gave us an estimate of 
$16. Now I am told that if the same 
assumptions were used that have been 
used in estimating the cost of the com-
mittee bill, the estimate might be back 
up to $20 per month. There has been a 
new estlmste of the cost of our program 
on the same actuarial basis, using the 
game conservative assumptions; and the 
estlmste now comes to a benefit level cost 
of approxlmstely $20 per month per In-
dividual. That is the benefit side. 
But where do we have the savings? 
Where Is the difference In the cost be-
tween the two plans? In the first place, 
the program I advocate Is voluntary, 
whereas the hospitalization program un-
der the committee bill Is compulsory. 
The voluntary aspect of the program 
automatically reduces the cost; It reduces 
the cost of the voluntary program of 
supplemental benefits In the commit-
tee. I believe, the estimate of utiliza-
tion under that program Is something 
like 85 or 90 percent. 
Mr. MILLS. Eighty to ninety-five 
percent. 
Mr. BYRNES of Wisconsin. Eighty to 
ninety-five percent; that Is the estimate 
that Is used for the voluntary system In 
the committee bill. Of course, as you 
reduce the number of people participat-
ing, the basic cost Is reduced; and, using 
the same fundamental estimate of utili-
sation for our overall package, the gen-
eral revenue cost Is $2 billion a year. 
The premium cost Is $1 billion. So you 
come to a benefit cost of $3 billion and 
you come to a taxpayer cost of $2 billion 
under the comprehensive bill that I have 
proposed. 
Let us look at the cost of the commit-
tee bill. We have to look at both pack-
ages; not just the hospital package, and 
not Just the doctors' service package. 
What Is the combined cost in dollars to 
the taxpayers. As fsr as cost to the tax-
payers Is concerned It Is $2,160 million 
under the present estimate of which $835 
million Is from the general fund, and 
$1.25 billion Is from the payroll tax. 
They tell you how sufficient It Is to have 
a proposal that would finance hospital 
benefits out of the general fund, which Is 
programed separately and Is not tied In 
with social security. 
Let me call your attention to the fact 
that the hospital program, largely 
financed by the payroll tax, still uses an 
appropriation from the general fund to 
finance a part of the hospital program. 
For the first full year of operation the 
estimate—and the tables appear In the 
oommlttee report—shoms that the cost to 
the general fund will be $275 million In 
that year for the hospitalisation pro-
gram. 
This in effect la the manner In which 
the hospitalisation program Is financed: 
For those over $5 today who are drawing 
O social aecurity caah benefit, their hos-
pitalisation will be financed from the 
payroll tax; for thcee over 06 who are 
aot eligible for eedal aecurity benefits, 
their hospitalization will be financed 
from the general fund. 
Now, Mr. Chairman, I ask you, If the 
medical care program Is sepsrate from 
the social security system and the pay-
roll tax, how can you dra* a distinction 
between those who have already retired 
who are not drawing a social aecurity 
benefit and those who are? 
Mr Chairman, you cannot logically 
draw such a distinction. There is none. 
Those presently retired have hsd no con-
nection with the tax for hospitalization 
mhich Is imposed under the committee 
bill. This is true mheiher they are draw-
ing social security benefits or not. Why 
then should their hospital benefits be 
fins need on a different basis? 
The CHAIRMAN. The time of the 
gentleman from Wisconsin has again ex-
pired. 
Mr. BYRNES of Wisconsin. Mr. 
Chairman. I yield myself ft additional 
minutes. 
But where do you end up? Where dc 
you end up as you add up the cost of the 
committee bill? 
The cost of the hospital and the volun-
tary supplemental services under the 
committee bill In the first full year ol 
operation Is $2 J billion of taxpayers' 
funds, either payroll taxpayers or gen-
eral taxpayers. Under our substitute, the 
total cost as far as the general taxpayer 
Is concerned in the first full year of op-
eration is $2 billion. There is where the 
difference In cost Is, Mr. Chairman, and 
It Is there In black and white. We do 
not have to do any searching for It. A 
large part of the savings results from the 
fact that the substitute program Is on a 
voluntary basis. Hospitalization under 
the committee bill Is compulsory. In 
addition the substitute bill Is contribu-
tory. I believe experts In the field will 
agree that the contributory factor Is a 
aubstantial element In reducing abuses; 
namely, excessive utilization of benefits. 
Then, finally, Mr. Chairman. I would 
also point out that the bill I propose 
provides for a special recoupment of the 
subsidy from those who are well able to 
pay the full cost of their subsidy. We 
do It by way of a special tax applied to 
those people with an individual Income 
of over $5,000 a year and we recoup $10 
for each 1100 of income is excess of $5,000 
up to a recoupment of $100 which repre-
eents the amount of subsidy contained 
In the policy that they purchase from 
the Oovernment. Therefore, no one can 
contend that we are providing a benefit 
for the rich and a benefit to those who 
can well afford to take care of them-
eelves. 
But may 2 point this out, Mr. Chair-
man? My objection to the committee 
Mil Is not on the basis of the cost My 
objection Is to the means used to finance 
the benefits; namely, the payroll tax. 
The committee bill would finance the 
major coat of medical care for the aged— 
the hospitalisation program—through 
the social security system One hundred 
percent of that cost will be paid for by 
today's workers—end tomorrow's work-
era—for 1$ million persons over age $5. 
These 10 million persons will pay noth-
ing. This amounts to approximately 
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two-thirds of the total cott of the com-
bined package of benefit*. 
. The administration bill would finance 
the balance of its package—the medical 
services—one-half out of general reve-
nues and one-half by premium contri-
bution*. 
In summary, the oommlttet bill 
finances two-thirds of the cost through 
the social aecuiity system, one-sixth of 
the cost through general revenues, and 
one-sixth of the cost by premium con-
tributions. 
The substitute bill would finance two* 
thirds of the cost through the general 
revenues and one-third of the cost by 
premium contributions. 
The committee bill would finance the 
major cost of medical care for the aged 
and the hospitalization program 
through the social aecuiity system, and 
you cannot get away from It 
The chairman of the Committee on 
Ways and Means has suggested that be-
cause they are atated separately that 
there is a practical aeparation. Mr. 
Chairman, we did the same thing In es-
tablishing the disability program a num-
ber of years ago. We know mhat that 
tax is producing in revenue. We know 
bom much It is short, if it is short. 
We just recently in the committee dis-
cussed the whole issue of whst we had to 
do in order to bring the tax up and bal-
ance out the disability part of the sys-
tem, because we keep separate records. 
Mr. MILLS. Mr. Chairman, will my 
friend yield to me at that point? 
Mr. BYRNES of Wisconsin. Yes, X 
field to the gentleman from Arkansas. 
Mr. MILLS Permit me to ask the 
gentleman if the statement Z made was 
not correct, that the OASI and the DI 
taxes are levied together, and then an 
allocation Is made between the OA6I 
and the DI trust funds? 
We have done exactly that very thing 
in this bill before the committee today 
with regard to those two programs, but 
It could not happen with respect to the 
hospital insurance tax. < 
Mr. BYRNES of Wisconsin. It Is 
bound to. when you are assessing it 
against the aame taxpayer, on the same 
basis; you are combining the taxes. 
Look at the tables in your committee re-
port. You have done that. 
Mr. MILLS. No, we did not combine 
it. There is no combined table in the 
report except in the minority views. It 
Is in an entirely separate section of the 
Internal Revenue Code, and there can-
not be a transfer to one from the other. 
The proceeds of the hospital insurance 
trust fund have to be kept legally eep-
arete. The gentleman knows we did 
not do that with respect to the disability 
program In the latter case, we provide 
for aeparation of funds, not a separation 
tf tax. 
Mr. BYRNES of Wisconsin. X know 
the gentleman has gone to great lengths 
to make It appear that there has been 
a separation; but wait and see, when 
this bill to enacted the tax that will be 
applied against the employees and the 
employers will be the total lax. a tax as* 
ceased to take care of the hospitalisa-
tion and the tax that to required, the 
percentage rate that to required, to take 
care of the old-age survivors and dis-
ability Insurance system. There is not 
going to be any separation, in point of 
fact, at the taxpayer level or even in the 
Treasury. When it comes to keeping 
records, sure, you will know whst each 
fund has collected, but we know that 
today on the disability aide. 
Mr. MILLS. X think the gentleman is 
talking about one point with respect to 
separation, and I am talking about an-
other point. We do not go to the ex-
tent, and the gentleman is right, as X 
said a few minutes ago to him, of re-
quiring the taxpayer to make two sepa-
rate computations. X am talking about 
separation of the tax and the trust fund 
from the point of view of the preserve-
tJon of the OASDI Trust Funds from any 
inroads or Intrusion by the Hospital In-
surance Trust Fund. The gentleman 
must admit that. Permit me to again 
refer to page 48 of the report which 
reads: 
Tbt hospital insurance program would bt 
completely separate from the old-age, sur-
vivors, and disability lnsuraDCt system la 
several ways, although the earnings bate 
would bt the aame under both programs. 
First, the schedules of U i rates for old-age. 
survivors, and disability Insurance and for 
hospital insurance are In separate subjec-
tions of the Internal Revenue Code (unlike 
the situation for old-age and survivors In-
surance as compared vlth disability insur-
ance, where, there la a aingle tax rate for 
both programs, but an allocation thereof 
Into two portions). Cecond. the hospital in-
auraDC* program haa a sepirate trust fund 
(as is also the case for old-age and survivors 
insurance and for disability insurance) and. 
In addition, has a separate Board of Trustees 
from that of the old-age. survivors, and dis-
ability insurance system. Third, the bill 
provides that income U i withholding state-
ments (forms W-2) ahail show the propor-
tion of the total contribution for old-age. 
survivors, and disability insurance and for 
hospital insurance that la with respect So 
the latter. Fourth, the hospital insurance 
program would cover railroad employees di-
rectly in the same manner as other covered 
workers, and their contributions would go 
directly into the hospital insurance trust 
fund and their benefit payments would be 
paid directly from this trust fund (rather 
than directly or indirectly through the rail-
road retirement aystem), whereas these em-
ployees art not covered by old-age. survivors, 
and disability insurance (except indirectly 
through the anancial Interchange provi-
sions). Fifth, the financing basis for the 
hospital insurance system would bt deter-
mined under a different approach than that 
used for the old-age. survivors, and dis-
ability insurance system, reflecting the dif-
ferent natures of the two programs (by as-
suming rising earnings levels and rising 
hospitalisation eosts in future years instead 
of level-earnings assumptions and by mafc-
tag the estimates for a SS-yaai period rather 
than a VS-year eoe). 
If r. BYRNES of Wisconsin. You have 
made provision so as to prevent borrow-
ing from the other funds. X recognise 
that But the aame thing exists today 
with respect to the disability insurance 
fund, they have to oome back for an 
Increase in the tax rate if they run short. 
lir. MILLfi. What do we do? In 
the ease of the disability fund, we allo-
cate from the total tax of OA8DI an 
amount in addition to that. That could 
not happen under this hill for the hos-
pital injuranot tru« fund. 
Mr. BYRNES of Wisconsin. X under-
stand you are not doing it. but when you 
come down to the nub of the Question 
you are tying It into the social security 
tsxpsyer. You have the same taxpayer, 
you have the same rate base. 
Mr. MILLS. Whst about the railroad 
employees? They are not under social 
security, yet they are taxed, and the 
employers taxed for this purpose. 
Mr. BYRNES of Wisconsin. Thst Is 
of little consequence as fsr as X am 
concerned, and as far as prscticsbility 
Is concerned, whether It runs throush 
the rsilroad retirement system, then gets 
Into the Treasury, or whether It goea 
directly from the railroad and the em-
ployee into that fund. The difference, 
Mr. Chairman, as far as X am concerned, 
and X think any practical person who 
looks at It must admit It. the effect Is 
you are tying this Into the social se-
curity system. You can put in gimmicks 
that look like you are sepsrsting it, you 
can do all of the rationalization you want 
to, but you still have them both tied 
together. 
The mere fact. Mr. Chairman, that 
you are going to deny hospitalization 
benefits to those who become 65 after 
1968 unless they have paid social se-
curity taxes shows how you tie the two 
programs together. You csnnot qualify 
for health benefits without also quali-
fying for the cash benefits under social 
security. Xf you are eligible for cash 
benefits you are eligible for hospital 
benefits. 
My primary concern—end X am cer-
tain the chairman of our committee 
shares thst concern—Is to protect cash 
benefits under social security. Thst Is 
the foremost and bsslc need of the elder-
ly. Cash benefits will be secure only so 
long as we do not overburden the pay-
roll tax system which Is used to finance 
those benefits. 
The payroll tax Is a very regressive 
tax. Xt can be carried to the breaking 
point. Let me just read you from the 
speech which the chairman of our com-
mittee made as recently as September 
18 last year. Be said: 
X have always maintained that at some 
point there la a limit to the amount of 
a worker's wages, or the earning* of a self-
employed person, that can reasonably be ex-
pected to finance the social security aystem. 
Mot only is this a gross income tax. but !t 
adds to the ©oat of American goods and 
services and thus affect* our competitive po-
sition. X do not believe that the American 
people wUl support unlimited tsraUon In 
She area of social security. 
Again In December of last year, be 
added a note of caution Because he so 
well summarises my views of the dangers 
inherent in such a tax. X would like to 
read a paragraph from that speech: 
X hasten So add. however, that the eon-
eept of a payroll tax cannot be Judged ade-
quately without reference to. what kind of 
payroll tax. A ma)or point to bt considered 
In this regard Is. what effect does the tax 
proposed have prospectively on other sources 
of revenue. apeciflcalJy in rag*"1 to the 
aged, we must remember that the primary 
ftteds of our senior dtlaene are for adequate 
eaah benefits The amount must be eunV 
elent So produce a dignified standard of 
living when added to ether spend*bis aeseta 
aharectarfctic at the aged. Further. She 
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tmouttt *iu»t bt railed periodically to keep |B stop milfc decreeing purchasing pomrr 
of the dollar A p**>rotl U* to pa> for hentth 
fctncflu. a* I h«*t ttMed before, ahould &ot 
ft* added lo or harnetted mlth one to pay 
for c**b a*oeftU Health •spetucs ftrt MM 
predictable, and they art rttliig eontlderably 
fatter. Within » tight coupllog. the eaah 
benefit would ta all probability, bt oom-
promised and the danger Itacreaacd of atreat-
tag health cart ftt the tipcnat oi the foot-
fftcton ftt food, shelter, and eiothlag 
Xf we pass the committee bill, we will 
be taking ftn unprecedented ftiep In the 
field of aocial security. We mill be tying 
Into the aoclftl ftccurlty gyttem a ftervlce 
benefit. Not the payment of a specified 
•mount of dollars at some future date, 
but pe>ment for a speeded service—hos-
pitalization— regardless of what that 
service might cost. 
That Is why I am unalterably opposed 
to financing hospitalization through the 
social security s>stem You have been 
fold that this Is a separate tai with a 
separate fund, and everyone mill know 
what the hospitalization program costs In 
terms of the payroll tax 
Once we embark on the program, will 
that make any difference? 
I would like to remind you agsln that 
we followed precisely the aame format 
when me set up disability benefits under 
aocial security. What has happened? 
Today, the disability benefit and the 
rerular cash benefit are linked together— 
we call it the old-age survivors and dis-
ability insurance system—-OASDL 
Once we tie the hospitalisation pro-
gram to the payroll tax we are only 
kidding ourselves when we say that It 
can be separated from the cash benefits. 
The same worker, the same employer, 
the aame wage, all must finance both 
programs. Every percentage point that 
we levy as a tax for hospital benefits 
means that much less available as a tax 
to finance cash benefits. That Is the 
crux of the matter. 
Ho one can honestly aay that In levy-
ing this tax to finance hospital benefits 
we are not Jeopardizing our ability at 
accne future date to provide for an In-
crease in cash benefits And I happen to 
believe—ond I believe our chairman 
shares my belief—that the most impor-
tant consideration should be our ability 
to maintain cash benefits at a level 
which will preserve the purchasing power 
Of those benefit* to our aged citizens. 
Mr MILLS Mr. Chairman, will the 
gentleman yield? 
Mr. BYRNES of Wisconsin. I yield to 
the gentleman from Arkansas. 
Mr. MZLLB Does my friend who sees 
cuch a threat to the OASDI program, 
Which I do not see, see no danger at all 
to the gtnttBl fund In his proposal? 
Mr. BYRNES of Wisconsin. There Is 
Bo question that we all have to cope with 
a most serious problem as far as the 
Bscai situation of our Nation Is con-
cerned, but that fiscal situation faces us 
whether the funds come through the 
general fund or payroll taxes It Is a 
burden we are placing on our taxpayers. 
The decision Is apparently made that we 
ore going to have a program for our 
dder people that la going to be subsi-
dised by the taxpayers of this country. 
That subsidy will be lo the neighborhood 
of between $2 and $2 billion a year. 
That is the burden; thst is the problem. 
You can raise it from the regressive pay* 
roll tax or on an ablllty-to-pay base. 
We can use the most regressive tax we 
have, which Is a hat the committee bill 
proposes, falling on the workers and the 
low-Income people, or you can rely on 
the progressive tax rates which we use 
for our general fund. 
Mr. MILLS. 2 am sure the gentle-
man and I are In accord that these bene-
fits will grow In cost in the future for 
no other reason than the groming num-
ber of our people over 65, but has the 
gentleman no fears at all of the growth 
of a program under the general funds of 
the Treasury compared to the growth of 
a program under dedicated or trust fund 
taxes? 
Mr. BYRNES of Wisconsin. X would 
aay to the gentleman X would have less 
concern where the progrsm remains 
flexible than X would where a pro-
gram is rigid as far as the practical 
opportunity of Congress to revise the 
benefit package or the method of financ-
ing Under the payroll tax, an errone-
ous concept has been sold to the people 
that they have paid for their benefits, 
thst they have bought something as a 
matter of right, under such a concept 
there Is no flexibility to make changes 
because the people tell you, "We have 
bought this, and you cannot make any 
change except to liberalize It." 
Under the alternative we propose, you 
can change the contributions by the In-
dividual and the benefit package to the 
Individual at each period of enrollment. 
You can maintain flexibility, just as you 
do todsy with respect to the Insurance 
program for Federal employees. We 
would not discontinue having a program 
of hospital and medical care benefits for 
Federal employees, but we do have an 
opportunity to change either the nature 
of the package or the contributions or 
the subsidy that will be provided. X say 
to you as far as X am concerned, X see 
more protection for the future In some-
thing that has flexibility as compared to 
aomething that is rigid. 
Mr. MILLS. Mr. Chairman, will the 
gentleman yield? 
Mr. BYRNES of Wisconsin. X yield to 
the gentleman. 
Mr. MILLS. The social security old-
age, survivors, and disability system Is 
actuarially sound and has been for the 
last SO years Row many times have we 
had a balanced budget of the general 
fund of the Treasury Into which the 
gentleman proposes to put this system? 
X am trying to aay this, to emphasise the 
point I have made repeatedly—a payroll 
tax will tend to limit the growth of the 
benefit and will tend to do ao to a greater 
extent than will be the case if that bene-
fit cost Is placed In the general fund of 
the Treasury. 
Mr. BYRNES of Wisconsin. X fust 
disagree with the gentleman. Tfcere 
abould be no more reason for a limita-
tion based on who the taxpayers happen 
to be or to whether you put It on a regres-
sive tax basis or put It on a progressive 
tax basis. Xt ccems to me that Justice 
requires we put It on tht basis of those 
most able to pay rather than on those 
who are least able to pay. 
Mr. Chairman, I have used more time 
than 2 should. 2 mould summarize by 
aaying that the differences of opinion— 
the point of conflict in our whole dis-
cussion Is with reference to the medical 
provisions as contained in the committee 
bill. X propose a voluntary system In-
stead of a compulsory system. 2 propose 
a contributory system 2 propose thst It 
be financed not on the regressive pay-
roll tax but that It be financed on the 
basis of our progressive tax system. X 
propose a system that is more compre-
hensive as far as the benefits are con-
cerned. 
Under the alternative proposal, the 
matter of need Is recognized by a re-
coupment provision. We make sure that 
you are not Just giving a gratuity to 
those mho are well able to take care of 
their ou n medical needs. 
lir. JONES of Missouri. Mr. Chair-
man, m ill the gentleman yield? 
Mr. BYRNES of Wisconsin. X yield 
briefly to the gentleman. 
Mx. JONES of Missouri The gentle-
man brought out a minute ago the bene-
fits cost being estimated by the actuary 
at $20 s month. Will the gentleman ex-
plain that a little clearer to me? 2 can-
not get that through my head. 
Mr BYRNES of Wisconsin. That Is 
the benefit package. 
Mr. JONES of Missouri What do 
you mean by the benefit package? Do 
you mean that la the cost of service to 
be rendered to the person who enters 
the hospital and that that will average 
out at the rate of $20 a month? 
Mr. BYRNES of Wisconsin No. no. 
Mr. JONES of Missouri. That Is what 
2 want to find out. 
Mr. BYRNES of Wisconsin If you 
were to sell a particular package of in-
surance benefits, which provides for 
many days in the hospital and coverage 
of doctor bills, drugs, and the like, you 
would have to charge a premium of $16 
to $20 a month That is what we are 
talking about—the premium cost. 
Mr JONES of Missouri. But you are 
not going to collect that much under the 
additional money that is going to be 
raised by the increases In payroll taxes; 
are you? 
Mr. BYRNES of Wisconsin The gen-
tleman is talking about the provisions in 
the committee bill 2 am talking about 
my substitute There is no payroll tax 
Involved In the substitute Mow gup-
pose an Individual pays a premium an 
average premium of $6 50 a month The 
balance Is subsidised out of the general 
revenues On this basis of 10 to $0 per-
cent of utilization or participation by 
the group over Cft years of age and the 
coat would average out about $2 billion 
of Oovernment subsidy and about $1 
billion of premium cost to the group 
Mr JONES of Missouri. 2n other 
words, am 2 to understand, and let me 
get this straight—am 2 to understand 
you are aaying that a premium of $30 a 
month will provide hospitalisation, 
drugs, and doctor bills? 
Mr BYRNES of Wisconsin. Yes, dr. 
Mr. JONGS of Missouri 2 thank the 
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Mr. BYRNES of Wisconsin. The same 
program that la provided lor our Federal 
employees. 
2 mould hope that this committee In 
this House would exercise Its food Judg-
ment Ineaying: 
. first. Let us do nothing that would 
Jeopardize In any degree our ability to 
maintain the cash benefit program which 
la the underlying basis of protection that 
our older people rely on. 
Second Let us do eomething for our 
aged people and make sure that there 
are none of our older people who want 
for medical care and that they have as* 
gurance they will have their medical 
meed* taken care of. 
If me are to do those two things, then 
we wU) vote for the substitute as opposed 
lo the bill reported by the committee. 
Mr. MILLS. Mr. Chairman, I yield 20 
minutes to the distinguished gentleman 
from California IMr.KwcL 
Mr. Chairman, will the gentleman yield 
to met 
Mr. KINO of California. I am pleased 
to yield. 
Mr. MILLS. I wanted to take this oc-
casion to pay deserved tribute to the gen-
tleman from California. 
It has been my privilege to alt next to 
the gentleman for aeveral years on the 
Committee on Ways and means. I know 
of no one for whom I have a deeper af-
fection or any greater respect and higher 
regard than the gentleman from Califor-
nia. Throughout the years we have 
•erred on the committee together—while 
I have been the chairman and he haa 
been the ranking Democrat—it has been 
a source of great aatlsfaetlon to me to 
know that at all times I have had his 
full and complete cooperation. I want-
ed the membership of the Bouse and the 
E p l e of the country to know that he 
made a major contribution In the de-
velopment of the legislation which la 
presently before the Bouse. In fact. 
man> of the provisions he Introduced In 
his bill, HP 1. In addition to the provi-
aion which Is in the bill on the basic plan 
for hospitalization Insurance with which 
he Is most closely Identified, are con-
tained In the pending bill. 
The gentleman has made many con-
tributions In many fields, but I doubt If 
be haa made any greater contribution 
ever than In the development of this bill, 
8 Jt §075. 
I want It to be known that I had euch 
a feeling about the gentleman's con-
tribution and the part that he played In 
this matter ever the years that, after 
the committee directed me to Introduce 
the committee bill—that la why It la In 
my name, because I happen to be chair-
man of the committee and the committee 
directed me to do ao—I aaked the gen-
tleman from California to Introduce an 
Identical MU accompanying this one 
Bi t . §676 because certainly he la en-
titled to the commendation of the Amer-
ican people aa much aa any man here 
today for much of what la In thla Mil. 
I take my hat off to him again. 1 
have done ao en many oonasions in the 
In aptte of aO the many admirable fea-
tures of the gentleman, I must aay hia 
latcnec loyalty to hia purpoee. to hia 
people, to hia country, end particularly 
to his colleagues here impresses me aa 
much aa any other of hia many line 
attributes 
Mr. Chairman, will the gentleman 
yield further? 
Mr. KINO of California. X am 
pleased to yield. 
Mr. M1LL8. My distinguished friend 
from Wisconsin was very kind to yield 
and I appreciated the fact that he did. 
though I took too much of his time. He 
and I ao often find ourselves In agree-
ment that it Is difficult for me to find us 
In disagreement factually about two 
matters in this bill. One has to do with 
the question of separation of hospital 
Insurance from the present social aecu-
rity insurance system itself. We went 
Into the matter in the report on pages 
13 and 48. as my friend from California 
knoms, and pointed out five distinct dif-
ferences in the operation of the OASDI 
gystem and this new program of hospital 
Insurance. 
My friend used an argument to aay 
that they mere one and the same because 
the hospital insurance matter included a 
lot of people not under aocial security. 
I think he misled me as to what he 
meant, or maybe he misspoke himself, be-
cause I did not quite understand that 
as the reason. The fact that more peo-
ple are in the health insurance program 
than the aocial aecurity program I do 
not believe Is a Justifiable argument for 
aaylng the two are identical. 
Mr. BYRNES of Wisconsin. Mr. 
Chairman, will the gentleman from Cali-
fornia yield to me? 
Mr. KINO of California. X yield to 
the gentleman. 
Mr. BYRNES of Wisconsin. X am 
eorry I did not make myself clear. 
Mr. MILLS. You did to everyone but 
me, I am sure. 
Mr. BYRNES of Wisconsin. What X 
was pointing out to the chairman was 
that we have today a group of people 
who are over 65 who are not under aocial 
aecurity or railroad retirement—the eo-
called uninsured. Under the committee 
bill they will all be made eligible and 
are all automatically eligible except— 
for a reaaon that I cannot quite under-
gtand—except for Federal employees 
who retired after July 1. I960, the effec-
tive date of the Federal Employee Health 
BenefiU Act of 1950. They are the only 
people put In a aeparate category, and 
you aay, "No, you cannot qualify for 
hospitalization, but everybody else over 
•5 Is going to be eligible for hospitalisa-
tion" 
Mr.MXLLB But that la not the caae. 
Mr. BYRNES of Wisconsin. But the 
eoat of the benefits for those over age 05 
Is not all paid out of the same aource of 
revenue. The bill makes a distinction 
In how you are going to pay for some of 
theae people. For those who are drawing 
eodal aecurity benefits, the benefits are 
paid out of funds derived from the pay-
roll tax levied under the hospitalisation 
program, but for those who are not draw-
ing a eodal aecurity benefit, the benefits 
are paid out of the general fund. My 
point is, if the hospitalisation program la 
eeparated from the eodal aecurity gya-
of thaea people over age 
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§5 will have paid I cent of the tax Im-
posed for the hospitalization phaae of 
this program—then mhy ahould their 
benefits be paid from two different 
sources of revenue? Why ahould any of 
the benefits be paid out of general rev. 
enuea if it la not tied in with the aocial 
aecurity gystem? 
Mr. MILLS. The gentleman put hia 
finger on one of the very things that 
points up the difference betmeen the hos-
pital insurance trust fund and the old-
age, survivors, and disability Insurance 
trust fund. The fact that we take more 
people Into the hospital program than 
are eligible under aocial security ahould 
be convincing to the gentleman that there 
Is some distinction. 
Mr. BYRNES of Wisconsin. Why do 
you pay the benefits from a different 
aource? 
Mr. MILLS. Because they come from 
different areas. Borne come from rail-
road retirement, aome come from aocial 
aecurity, and aome—the uninsured-
come without any coverage under either 
program. My friend knows we have 
taken in far more people than are Just 
eligible for aocial aecurity benefits. 
Now, will my friend from California 
yield further? 
Mr. KINO of California. Xampleaaed 
to yield to the gentleman. 
Mr. MILLS. The other point of die-
agreement is in regard to cost estimates 
and assumptions. The gentleman aald 
that his program, ao far as the general 
fund and the Treasury are concerned, 
would cost $2 billion in the first year. X 
thought I understood him to aay that It 
represented a per capita cost of $20 per 
month for a person mho went Into the 
gystem. Was that the figure the gentle-
man used—$240 a year? 
Mr. BYRNES of Wisconsin. That 
would be the highest cost estimate. 
Mr. MILLS. That is right. 
Mr. BYRNES of Wisconsin. There Is 
an intermediate cost estimate of $16 per 
month and a low coat; $20 la the high 
cost. 
Mr. MILLS. We used the high-coat 
astlmate for the committee bill, and X 
wanted to ask the gentleman about that 
The gentleman would still let them pay 
$6 per month out of their pocket for the 
health benefits? 
Mr. BYRNES of Wiaconain. An aver-
age payment would be $6.50. 
Mr. MILLS. That would be the aver-
age payment? 
Mr. BYRNES of Wiaconain. 'Yea. 
Mr. MILLS. That would produce 
eomething like $1.22 billion of revenue 
per year, aa I estimate it. 
Mr. BYRNES of Wiaconain. That la 
at 100 percent The gentleman la using 
100 percent 
Mr. MILLS. Bo. That k at K per-
cent participation. It Is $0 percent, be-
cause PO percent of the total population 
aged 65 or over adds up to 17 million 
people, and X am just multiplying here 
$240 by 17 million, and X come up with 
a total coat of $4 06 billion In the first 
full year of operation. 
Xf we take from that the amount that 
the persons themaelvca will contribute. 
Mr. Myers tells us in his memorandum 
to you and to the committee that was 
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tent us while we vert In executive 
•ion, using the high-cost estimates now, 
however, that your program providing 
benefits and taku\g care of administra-
tive expenses, would eost the general 
funds ol the Treasury in lis first year 
of operation 62.6G billion, not the 63 bil-
lion the gentleman comes up with when 
he uses intermediate cost estimates. 
Mr. BYRNES of Wisconsin. Why 
do we not Just Quote from the letter ol 
February 26, taking the third paragraph 
of the letter, where Mr. Mjeas estimates 
the cost of my program? 
Mr. MILL8. But what X wanted to 
point out is that maybe some of the basis 
for this conclusion of the gentleman 
from Wisconsin that I just could not an* 
tlcipate or understand or believe, that 
you can do more under one program 
than you do under another program, but 
that the program that does the most is 
going to cost the least. Maybe that re-
sult* from the fact that in one instance 
a high-cost estimate is used, while in the 
other instance an intermediate-cost esti-
mate is used, and in the other a low-cost 
estimate is used. If you do that, you 
can get a program providing a lot more 
benefit* that appears to cost less, but 
the facts are that they are going to cost 
whatever they cost, and we are going to 
have to make It available from acme 
source. 
2 am somewhat amazed by the infer-
ences from the separate views of the mi-
nority in the committee report that the 
hospital benefits program is not ade-
quately financed by the bill. The minor-
ity states that there are aafety factors in 
the cash benefit* system, but that this is 
not the case as to the hospital benefits 
program. This is strange because the 
minority members were at the very com-
mittee meetings where, time after time, 
X requested that additional safety fac-
tors be placed in the assumptions. 
The current assumptions as to hospital 
tttliixation. both in the early years and 
over the long run, reflect these added 
safety factors. The actuarial assumption 
that the earnings base would be kept up 
to date was replaced with an assumption 
that the base will not rise after 1071. 
This Is very conservative, and if the base 
is subsequently raised by Congress above 
this amount, the tax rate can be reduced 
under this conservative assumption. As 
to the future increases in hospital costs 
relative to wages, the committee assump-
tion is more conservative than that pre-
sented by the actuaries representing the 
Insurance industry. 
To put thl* all into perspective, X would 
like to Insert Into the Rscoao at this 
point a memorandum from Robert J. 
l iven, chief actuary of the social secu-
rity system, whose competency and in-
tegrity Is unquestioned by Members on 
both sides of the aisle, commenting on 
the aafety factors In the MIL Be states, 
In summary: 
l*a actuarial seat asttsmetas for the hospi-
tal insurance system that would a* taneb-
Hthed by HA. S676 are based on assump-
tions that art not only teasonablt. but also 
oonaervativt fin the sense that they tend 
So be either "htgn-eovt" assumptions or atat 
assumptions that have a built-in aafety mar-
gin in regard to fotwe ahangas as economic 
The memorandum Is as follows: 
Area 1. 1966. 
S^ rom'. Robert J. elytra. 
Subject: Principal especta of actuarial as-
sumptions underlying cost estimates for 
hospital Insurance benefits of U R S67S. 
Tbt actuarial coat estlmetre for tbt hos-
tltaJ insurance eysiem that would be at-ibllihed by M R 6675 axe baaed on aasump-
tlons that art not only reasonable, but also 
conservative (In the sense that they tend to 
bt either "high-eost" assumptions or tlse as-
sumption* that have a buUt-ls aafety margin 
in regard to future changes in economic 
conditions). This may be Indicated by con-
sidering the four most Important eost fac-
tors in vol ?ed in these estimates—namely, 
hosplul utilisation reus, the current level 
of reimbursable average dally hospitaliza-
tion costs, future trend of hospitalisation 
costs, and future changes in the masimum 
taisble earnings base for the program. Each 
Of these factors will bt considered In turn. 
A. Hospital utilisation rates: The rates 
used in the current cost estimates art 30 
percent higher than those used In the cost 
estimates for the administration proposal of 
1*65 in the initial years of operation, and 10 
percent higher in the long run. The rates 
used previously were reaeonable and were de-
veloped from extensive anslysta of surrey 
data, with appropriate adjustments being 
made for the affect of "insurance benefits" 
being avaUable to the entire eligible popu-
lation and for deceased persons who were 
omitted from the surrey. 
B. Current level of reimbursable average 
dally hospitalization costs: The 1966 fig-
ure used as the base point has been projected 
from the most recently available actual data (for 1963) by assuming that hospitaUxstlon 
costs would Increase at the atme average 
rate as In the past decade, even though there 
la clear evidence that the rate of increase has 
slackened off some. The downwsrd adjust-
ments that have been made In the basic data 
obtained from the American Hosplul Asso-
ciation * have been analyzed further on the 
basis of a number of sources of informa-
tion, and I believe that the aggregate effect la 
that the reduction msde Is conservstlve. 
As compared with the procedure for previ-
ous estimates for Hospital Insurance pro-
posals, the current method In regard to this 
factor Is more eonaerveUve. This la the cast 
bees use It begins with the estimated figure 
that wiU actually occur In the first year of 
operation, rather than with the lower fig-
ure based on an earlier year; namely, that 
for the earnings assumptions for estimating 
the comrlbuuon Income (1963). 
C. Future trend of hospitalisation eotts: 
It Is assumed that hospitalisation costs will 
increase more rapidly than the general level 
of wages In the first S years-—namely, by the 
same average differential that has prevailed 
on the average in 1964-63, even though there 
has been clear evidence of a downward trend ( i t , the raw of Incrssse of hospitalisation 
eosta becoming more nearly the same as the 
raw of Increase of the general wage tevtl). 
After the first S years of operation, the dif-
ferential of the Incrssse In hospitalisation 
easts ever the in treats In wages Is assumed 
to lessen, and following 197S. hospitalisation 
easts and wages are assumed to rise st the 
same rate. This Is a much more eonaerveUve 
assumption than was weed in earlier eost 
estimates for administration propnesla 
namely, that saw the long nm, atom the 
• TWe adjustments have been mads to al-
low for the Inclusion of non-rtUnbursablt 
Hems (such as the east of operating rests u-
teats and gin ahopt. the eost of outpatient 
stlnlcs, etc.), the lower average tally tost 
for psTtona aged 01 and over (btoauat of 
their longer averagv stays), and the adjust -
stent to allow for sselnalon of all phyalelans' 
Inception of the program, hospitalisation 
oosts would increase at exsctly the same rate 
as wages. Also, It Is somewhat more con-
servative than the corresponding assumptions 
recommended by the Adviaory CouncU on 
Social Security Financing, and slightly snort 
eonaerveUve than the assumptions that the 
Insure Dee business made In its eeUmatae. 
D. Future changes in msitmum tetania 
earnings base for program: The eonservaUve 
assumption Is made that, despite the as-
sumption that the general wage level will riae 
by 9 percent annually during the SSiyear 
period considered In the eost estimates, the 
aneilmum Utable earnings base will not be 
changed from the pertinent provisions In the 
bill (namely, an earnings base of 65,600 In 
1966-70 and of 66.600 thereafter). In es-
sence, this Is a built-in aafety factor in the 
hospital Insurance program, bees use it seems 
moat likely thst If wsges continue to rise 
stesdily after 1971. then st some time there-
after the earnings base will be adjusted up-
ward. Under such circumstances, the con-
tribution schedule developed could. If all 
other cost essumpUons art exactly realiasd. 
bt reduced. 
In all cost estimates made previously, tt 
was assumed that the earnings base would 
be Increased from time to time In a propor-
tionate manner with changes In the general 
earnings level. If euch changes did not occur, 
then the cost of the program would be higher 
then in the estimate. 
Finally. It may be mentioned that there la 
sUll another conservstlve element In the eost 
tstlmstes that Is present both In regard to 
B Jl 6675 and also has always been present-
namely, that the proposals are to be financed 
by a certain amount of advance funding, 
rather than being on a completely (or nearly) 
psy-ss-you-go basis. Thus, for example, 
under Hit. 6676, In the first year of opera-
tion the estimated contributions are 61 per-
cent In excess of benefit payments. In the 
next S years of operation, this differential 
averages about 16 percent each year. 
Hosier J. Uveas. 
X would think that the gentleman 
would better proceed in a more conserva-
tive fashion on the basis of a high-cost 
estimate for his program. Just as we have 
used in the committee bill. If he does, 
the first-year cost will not be 62 billion 
out of general revenues, but rather a 
higher figure—by 6860 million in the first 
full yesr of operation. 
Mr. BYRNES of Wisconsin. Mr. 
Chairman. I hate to use so much of the 
time of the gentleman from California, 
but I do think the gentleman is per-
fectly right, that we should get this 
whole cost matter thrashed out so every* 
body understands it. 
Mr. MILLS. That is right. 
Mr. BYRNES of Wisconsin. If the 
gentleman will allow for half a minute. X 
should like to quote the last estimate 
made by the actuary, in a letter dated 
February 16. X believe this is the last 
estimate. 
Mr. MILLS. April 6 Is the last X 
have. Xt refers to the one of February 
**. 
Mr. BYRNE8 of Wisconsin. Mr. 
Myers is talking about the cost estimates 
for the Byrnes bill—revised. This is the 
third paragraph In the memorandum 
which is at the heart of it. It says: 
It there were 100 percent participation, tn 
Federal eost for the first full year of opera-
tion (which would be assumed to bt fiscal 
year 1066 to 1S67) It as eeUmsted at 666 
billion, while the participants themselves 
would contribute about 61J60 million. With 
•0 percent participation, the Oovtrnmant 
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•oat would bt 111 billion walla the pertld-
panti *ould pay $1 billion; end with $0 per-
cent participation tbt corresponding figure 
would be 61J billion end 404 billion, it* 
apecttvely. 
t point out In my mnarki that It la 
not anticipated that you mould have 100 
percent participation under a voluntary 
program. We have people mho already 
have a system that Is adequate lor their 
needs and mould not participate. 
All I can do, Mr. Chairman, la cite to 
you the language of the actuary on 
whom you rely and. frankly, on whom we 
rely. At least me do not have a dif-
ference of opinion of two different actu-
aries. 
Mr. bfXLLB. We have the aame ac* 
tuary. *nd me all have treat confidence 
In him. I want to suggest that when we 
get back in the House, the gentleman, at 
this particular point in the RCCOUD, insert 
the memorandums from the actuary 
dated February 0 and 26. And let me at 
the aame time Include what he has sup-
plied me in the form of a memorandum 
dated April 5.1965. in which he says that 
If we use high-cost estimates—compared 
to the intermediate-cost estimate used in 
the memorandum of February 26—for 
Four plan on a 90-percent assumption of 
enrollment, and high-cost estimates for 
the committee plan, that we bring the 
tost* of the two together on a comparable 
Mr. BYRNES of Wisconsin. X would 
certainly like to ace the revised estimate. 
X thought X was receiving the material re* 
latins not only to the cost of my bill but 
the eost of the committee program. IdJd 
not knom- that there was an undercover 
change in the estimates. X relied on the 
first two estimates made by the actuary. 
Mr. MILLS. This is the aame actuary 
that the gentleman has great confidence 
ID. Xf the gentleman will let me explain 
the April 5 memorandum X have. It does 
nothing more than rtttr to the February 
• and 26 memorandums and explains 
those memorandums with relationship to 
a high-cost actuarial estimate as we 
asked for toward the end on the commit-
tee bill. X will show this to the gentle-
man, and X will also show him a memo-
randum prepared today that uses the 
aame $6.50 average monthly premium 
payable by the participants that the gen-
tleman cites. Instead of the average pre-
mium of l« that Is used in the April $ 
memorandum. X include at this point in 
the RicotD the memorandums of Mr. 
Myers dated February 0, February 26, 
April 6. and April 7: 
MM m Pmmoaev 0, 
1. Ifyara. 
Be eject: Cart artimat* far ta-
bu . 
Th* aaeenorendum will present a eoet astl-
aaaw for the artt full year of operation af 
tbeByraeabllJ.BJI Wl.whleb would astab-
Iseb a program af voluntary eomprebenetve 
Bealth Insurance for all persons aged 66 ar 
•ver. la maaiag a eost estimate for this pro-
paeil. ft Is smpoxeible to predict with any 
oaartltoee what proportion of tbt eligible 
persons wtil actually elect to participate. 
Taree eUfierent participation eeeumpUone 
era made—eternaly, 100 paretat, 00 percent, 
and 60 percent Although It Is 
tbet complete 100 percent penldpatioa will 
possible beta mi af the parallel 
af tbt pian far 
aim service retirement program and be-
cause of low-income pereona aot on old-
age assistance but who could possibly quali-
fy for medical essletanee for the aged under 
an adequate a tale plan aot electing to 
paiUclpate. 
Xf there were 100-percent participation, the 
Federal con for the first full year of opera-
tion ts eatlroeted at S3 S billion, while the 
parttclpanta themselves would contribute 
about 81W billion. With SO percent panic-
Ipstlon. the Government cost would be 82 a 
billion, while the psrtlclpsnte would psy Si 
billion, and with SO percent participation the 
corresponding figures would be |1.7 billion 
end 10 6 billion, respectively. 
Xt should be mentioned that dollar costs la 
future yesrs will be increasingly higher than 
those for the first full year of operation. As 
to the participant contribution*, this wUl be 
the case because of the larger number of eli-
gible persons and because of higher benefit 
amounts <alnce those currently coming oa 
the roll tend to have somewhat larger benefits 
then those who retired in previous years). 
The Oovernment coat would increase at e 
more rapid rate than the cost for partic-
ipants because of the anticipated more rapid 
ret* of increase of medical costs than wUl be 
true for wages, which in turn win increase 
more rapidly than benefit amounts. 
One of the eost aspects of the proposal 
abould be mentioned—namely, the Increased 
cost to the OASDI system as a result of the 
liberalisation of the earnings test. Xn fact, 
an amount of benefit aqua) to the monthly 
health contribution ia made aaempt from 
the earnings test for all persons aged S5 and 
over (regardless of whether or sot retired). 
The estimated level-cost of this change in 
the earnings test it 0.07 percent of taxable 
Payroll. 
Bomxrr J. arms. 
MxnoaairooM or PtxeuasT 08, 1085 
Prom: Jtobert J. Myers. 
Subject: Cost animate for the Byrnes bilL 
This memorandum will present a cost esti-
mate for the first full year of operation of 
the Byrnes bill. Bit. 4351, which would eatab-
liah a program of voluntary comprehensive 
health insurance for all persona aged So or 
ever, affective January l. 1866. Xn making a 
eost estimate for this proposal, tt is Impossi-
ble to predict with any exactitude what 
proportion of the eligible persons will ac-
tually elect to participate. Three different 
participation assumptions are made; namely. 
100 percent. 00 percent, and SO percent. Al-
though It la recognised that complete 100-
percent participation will never be possible 
because of the parallel existence of the plan 
for persons under the civil service retirement 
program and because of low-income persona 
aot on eld-age assistance but who could 
poaelbly qualify for medical assistance for 
the aged under an adequate Bute plan aot 
electing to participate. 
The current coat estimate wees a figure of 
git per capita for benefits and administra-
tive expeaaea (or TS percent above the B Jt. 1 
eaat of about 86>. It may be noted the in-
eorence Industry weee a figure of t i t 40 for 
the Byrnes bill—SIS SO for benefit oosu. plus 
• percent for administrative expanses (or 86 
percent above Ma estimate af C13J0 for 
SJt I) . 
Xf there ware 100-percent partidpatlosx the 
Padera) eoet for the Bret full year af opera-
tion (which aould be assumed to be flecaJ 
year 1808-07) Is estimated at S3 4 billion, 
while the participants themselves would con-
tribute about SI fc billion With 00-percent 
participation, the Oovernment eost would be 
81* billion, while the participants would pay 
01 billion, and with SO-percent participation 
ipoading figures would be a u and 
00 8 billion, isaaictlvoly. 
It abould be mentioned that dollar easts 
m future years will be tawasilngly 
than those for the first full year of operation 
As to the participant contributions, this wlli 
be the case because of the larger number ol 
eligible persons and because of higher benefit 
amounts (since those currently coming on 
the roll tend to have somewhat larger bene-
fit* than those who retired in previous years), 
The Oovernment eost would increase at a 
more rapid rate than the eoet for partici-
pants because of the anticipated more rapid 
rate of increase of medical oosu than will be 
true for wagee. which in turn will Increase 
more rapidly than benefit amounts. 
One of the cost aspects of the propose: 
should be mentioned; nsmely. the increase* 
cost to the OASDI system as a result of tbt 
liberaUiation of the earnings test. Xn fact 
an amount of benefit equal to the month!] 
health contribution la made exempt front 
the earnings test for all persons aged OS ax* 
over (regardless of whether or not retired) 
The estimated level eost of this change in tni 
earnings teat Is 0.07 percent of tasabli 
payroll. 
J. Mrxas 
IfrnoaairotrM or Aran, 8, teas 
Prom: Robert J. Myers. 
Subject: Cost estimate for the Byrnes bill 
BJt 7057. 
This memorandum will present a eoet astl< 
mate for the first full year of operation tt 
the Byrnes bill. Bit. 7057. which would es-
tablish a program of voluntary comprehen-
sive health insurance for all persona aged Si 
or over, aa well as mske revisions in tbi 
OASDI program. X hsve presented coat eetl« 
mates for the almost Identical proposal that 
Mr. BraNse of Wisconsin made previously, ai 
contained in Bit. 4351. for which X gave eosi 
estimates in my memos of February a ant 
as. X am assuming a participation rate of fX 
percent, since this Is whst air. Brajcxa ed 
Wisconsin hypothesises in his explanation ol 
the bUl in the CoHcixaeiowai Become fee 
April 1. pages 4764-4786. 
tinder this participation aasumption. then 
would be about 17 million persons who would 
participate in the program in the first fuli 
year of operation. The average eontributlos 
from the participants would be about 46 pei 
month (higher than the figure of 45.50 need 
previously, because of the increase in tbi 
OASDI cash benefits resulting from title XTJ 
of the bill). Accordingly, the annual rati 
of contributions from the perucipante wouK 
be 11.22 billion. 
According to an intermedlate-oost csti. 
mete, the monthly per capita eost of tbi 
benefits and administrative expenses woulti 
be S16 (as per my memorandum of Pebruarj 
t6). so that the total annuel cost would tx 
03 96 billion, thus leaving 42 04 billion as thi 
eost from general revenues. On the othej 
band. If the per capita coat assumptions an 
high-cost once (as per my memorandum ol 
Pebruary 0)—thus paralleling the coat as-
sumptions used for BH. a675—the annual 
eost for benefits and administrative expeneei 
would be 64 08 billion, thus making the eosi 
from general revenues be 82 46 billion. Thli 
figure msy be contrasted with the as timet* 
of 82 billion given in Hr. Bra***' statement 
which apparently Is thus baaed on Inter-
mediate-cost assumptions that are aot con-
sistent with those la the eost estimate* 
wndarlytng BJt. 0878. 
J. agrees 
v, teas 
Bobert 4. Myers 
Subject: Oost estimate for the Byrnes bill 
SJt. 7067, on beau of average participant 
payment of 8680 per month. 
This memorandum will present a eost astl" 
mate for the Bret full year of operation oi 
the Bymee bill. BJt 7057. which would eertab-
Uah a program of voluntary eomprehenalve 
health Insurance for all persons aged 05 at 
wear, aa wall as make revisions la the OASDI 
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program, m the basis that tht average 
monthly premium payments from partici-
pants will be S6 50 I fcavt praaenltd cost 
•etlmste* for tht almost Identical proposal 
that Mr. BYSNES made previously as con-
tained la Hit. 4331. for which I fa*t cost 
•jailmates to my memos of February S snd SS 
aod la my memo of April S. which wit based 
oo an srtrsge participant payment of SS. I 
am assuming s participation rats of to per* 
eent, tioot this &s whst Mr Branca hypothe-
sise* la his tipltnsUoa of tht blli la tht 
CoNcatmiowss. Stsxoaa for AprU I. pages 
#7*4-rrn 
Wader this participation assumption, thtre 
would be about 17 million persoat who would 
participate la tht progrem la tht first fuU 
year of optrmuoa. Accordingly, the annual 
tmt* of contributions from tht participant* 
would be SUSblMoa. 
According to an tatenntdUU-cost eati-
satte. tht monthly per capiu cost of tht 
benefits and administrative eipentet would 
be S16 (as per my memorandum of February 
36). so that the toul annual cost would be 
#4.26 billion, thus Itartag SI-S3 billion as 
tht cost from general rtvenues. Oa tht 
Other hsad. if the per capita cost assumptions 
art high-cost oats (as per my mexnorsodum 
Of February •)—thus paralleling tht cost 
assumptions used for Bit. SC75—tht annual 
cost for benefits and administratis expenses 
would be S4 OS billion, thus making tht cost 
from general revenues be S3 75 billion. This 
Bgurt may be contrasted with the estimate 
Of S2 billion given la Mr. BraNts' statemeat. 
which apparently Is thus based oa later* 
mediate-cost assumptions that art aot coa-
euteat with those la tht cost asUmatas 
underlying BA 067S. 
1. MTSSS. 
Mr. M2LLB. Mr. Chairman, how 
•ouch time has the gentleman from Cali-
fornia consumed? 
The CHAIRMAN. The gentleman 
from California has consumed 14 min-
utes. 
Mr. MILLS. Theoretically he has. but 
the RXCOSD will show differently. 
Mr. Chairman. I yield to the gentle-
man 14 additional minutes. 
Mr. KINO of California. Mr. Chair-
man, X hesitated to Join In this discus* 
•ton. I thought that X had a simple 
answer. X am not often asked for my 
opinion, hut in this ease X could say that 
a voluntary program doing less for fewer 
people would certainly coat less and X 
do not think you have to be a mathema-
tician to arrive at that conclusion. 
Mr. Chairman, the legislation which 
this House will pass tomorrow as debate 
ends and In my opinion it will pass 
overwhelmingly—ts the culmination of 
many years of public-spirited effort by 
many sincere and dedicated men. aome 
of whom are here today but others of 
whom hare passed from this aoene. One 
thing. X believe, all el these people have 
sad in oommon Is a aincere and deep-
atated desire to help their fellowman 
and a arnnpasiion for those who by fate 
ar circumstance beyond their control face 
problems with which the average frugal 
aged dtisen tn this automated age are 
tnabk to eope. 
One thing which la understood by 
•penminded and faralghted legislators, 
and. Indeed. aU fairminded men of the 
timee, la that society and our economy 
#o not wrtr stand still. If Oovernment 
If to beep pace with the demands of the 
times, then Ooremment must develop 
and policies which are 
necessary to meet the emerging needs of 
our citizens. So It Is with this legislation 
today. Here we have a monument to 
what ultimately can be done in the face 
of very great inertia on the part of many 
and despite extended and. at times, 
vociferous overt opposition from those 
forces which aim ays oppose change. 
Those who have already spoken, in-
eluding our brilliant chairman of the 
Committee on Ways and Means, our 
colleague WJLSUI MILLS, have discussed 
in detail the changes which this legis-
lation would make In existing law and 
the new programs which it will place 
on the statute books. X do not. there-
fore, feel called upon to consume the 
time of my fellow legislators by repeat-
ing the details of what has already been 
ao ably discussed. What I do hope to 
achieve by these few brief remarks Is to 
instill in my colleagues a sense of the 
importance of this day to our times and 
to the future and the ramifications 
which this legislation will have in the 
months and years to come. 
Xt seems, in one sense, that It has been 
only a brief period of years since I first 
sponsored this legislation even after 
those who had gone before me had 
worked for passage of somewhat similar 
programs. X well recall in the late 
1940's and early 1950's the efforts of my 
esteemed late colleague on the Commit-
tee on Ways and Means, the Honorable 
John Dlngell, whose distinguished son. 
X am proud to note, is now sitting as 
Chairman of the Committee of the 
Whole House on the 6tate of the Union 
who ao proudly carries on today that 
oldtime Dlngell tradition In the House 
of Representatives. X also well recall 
the courageous and extended battle 
fought for legislation similar to this by 
our colleague, the Honorable Aime For-
and. In 1957. Aime Forand introduced 
what became known nationwide as the 
Forand bill, and he immediately became 
the target of extended and widespread 
abuse on the part of those who are today 
fighting the legislation which this House 
will pass. 
From 1957 until this Congress, the 
Committee on Ways and Means on 
numerous occasions conducted hearings, 
both public and executive, on Aime 
Forands bill and then, subsequently, on 
the similar legislation which X have had 
the honor to sponsor. In those hearings 
and aome areas of the public press and 
in certain trade publications. X think 
all of you are aware that X became the 
target of a considerable amount of abuse. 
Ferhaps only those Members who 
attended our most recent public hear-
ings on this subject in the Congress Just 
ooncluded will recall my comments when 
the representatives of the American 
Medical Association appeared and testi-
fied At that time. X stated that what 
they had fust mid with regard to my 
bill was consistent with what they had 
been aaying since similar legislation was 
first introduced and that the only real 
difference in their position was that a 
new aet of figures had been devised to 
attempt to prove their ease. At that 
time. X further recalled that the posture 
of opposition was one aot unfamiliar to 
the American Medical Association since 
they bad been eonalitent In opposing 
measures not only of this nature but 
also such laudable extensions of the 
Social Security Act as the Social Secu-
rity Amendments of 1956 which for the 
first time provided disability Insurance 
benefits. As I mid at that time. X have 
never objected to fair criticism of any* 
thing which X have espoused, but the 
type of critical comment which was 
issued from some quarters of the Amer-
ican Medical Association far surpassed 
which we all except as within the bounds. 
of reasonable critical comment. 
However. X do not wish to dweU en 
that sort of thing. What X do want to 
do is to lend a sense of history to what 
we are doing today, by briefly reviewing 
the development of our aoclal security 
system, and then to again aay why this 
program in this bill is necessary. 
snarotY or SOCUL aaiuan l esoeaasf 
The 1935 social security legislation 
provided only old-age insurance bene-
fits, and these were paid only to the 
worker himself. The amendments of 
1939 put the protection of the program 
on a family basis by adding monthly 
benefits for the worker's dependents 
and survivors. Hot only the aged and 
retired worker but his widow as well 
could therefore look to an assured but 
modest income in old age. The 1939 
amendments also provided that the 
monthly benefits that were to be paid 
under the aocial security system should 
be paid beginning in 1940. and in this 
way realized the potential of aocial in-
eurance to provide full-rate benefits 
without awaiting the buildup of huge 
reserves many years in the future aa 
under private insurance. 
During the 1950's, adjustments were 
made in the benefits and the earnings 
base of the program that were needed 
to keep aocial security in step with our 
economy. Also, the coverage of the pro-
gram was greatly improved during the 
past decade. In 1956. benefits were pro-
vided for disabled workers between the 
ages of 50 to 65. These benefits were, of 
course, made Immediately effective for 
workers who had become disabled pre-
viously. In 1958 benefits were added 
for dependents of disabled workers; and 
in 1960 the law was changed to provide 
benefits to disabled workers at any age 
and to their dependents. 
At the beginning of 1965 over 92 mil-
lion people had worked long enough to 
be Insured under the program, with the 
result that 9 out of 10 people nqw be-
ooming 65 will be eligible for monthly 
benefits under aocial security when they 
retire. In the years to oome. over 95 
percent of the elderly will be insured 
The total number of people of all ages 
receiving monthly benefits is now about 
II million—more than the number of 
people who live In my State of Cali-
fornia, our Nation's moat populous 
State. Benefits now total over $16 bil-
lion a year. 
While aocial insurance has evolved 
from a program of old-age security to 
one protecting orphans and their moth-
ers and the disabled and their depend-
ents, it still has its major Impact tn old 
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ate. Xronleally. It Is to the old-ate secu-
rity part of the pro; ram that the great-
est gap In protection Dow exists—the 
absence of any provision for meeting 
lane health oosta. 
Protection against the health costs In 
Old age Is a logical and necessary exten-
aion of the retirement protection fur* 
Ulshed by the present social security pro-
gram. Monthly cash benefits can meet 
the regular recurring exrenacs of food. 
Clothing, and shelter but such benefits 
alone cannot give economic security to 
old age. It Is also necessary that older 
people have protection against the un-
predictable and unbudgetable costs of 
expensive Illness. A person may go on 
for a long time with little in the way of 
medical expenses, and then In a very 
short period have a hospital bill running 
Into thousands of dollars. Cash benefits 
are not a practical may to meet this need. 
The only way that effective retirement 
protection csn be furnished is through 
a combination of a cash benefit and in-
surance against the costs of msjor Ill-
ness. Our country's system of social in-
surance simply cannot do the Job it was 
aet up to do until It provides this dual 
protection. 
The legislation now before us would 
close the last remaining gap in the social 
Insurance protection of the older Amer-
ican. 2 am proud that I have been privi-
leged to have introduced H-R 1—as well 
as its predecessors—and thus to play a 
part to bringing the needed health cost 
protection to our elderly citizens. 
While virtually every committee mem-
ber has contributed to the development 
of the health benefits legislation, one 
man, the gentleman from Arkansas, 
Chairman MILLS, deserves major credit 
as the architect of this monumental 
proposal. 
As the Members of this body know, 
the chairman does not sponsor legisla-
tion which has not received the most 
careful and painstaking consideration. 
During the more than 7 years he has 
perved as chairman of the Committee on 
Ways and Means, Mr. MILLS has seen to 
It that every piece of legislation bearing 
his name represents the best thinking. 
the best construction, the best tech-
niques for dealing with the problem at 
band. Be has examined every view that 
has been offered to connection with this 
proposal by both proponents and op-
ponents and explored with painstaking 
care every comment and criticism. All 
Of this has been distilled with the In-
tent to retain only the most constructive 
mttestloos. The result Is one which, 
Hke social security itself, em bodies values 
oad Ideals with which few to this body 
can seriously dispute. The bill before 
Ws will, X am certain, be a lasting manu-
al to Chairman Urns' expertise, his 
and his skill as o Icflslative 
craftsman. 
We also owe a «sbt of gratitude to 
Secretary Oalebreae, Assistant Secre-
tary Wilbur J. Cohen, Commissioner of 
Social Security Robert M. Ball, and Chief 
Actuary Robert J. Myers. Theae seen 
worked diligently with the committee 
and were of treat assistance In develop-
ing a proposal which would be socially 
desirable, medically and actuarially 
sound, and administratively feasible. 
sunni or VHI HEALTH smarm rmorotu. 
The health benefits legislation recom-
mended by the committee would utilise 
various resources which can. each to Its 
own way. contribute the most to combat 
the insecurity that stems from high 
health costs in old age. The health to-
auranee provisions of the bill would es-
tablish two separate programs—one 
basic, the other supplementary; one 
compulsory, the other voluntary; one 
financed through a special tax on 
earnings, the other financed through 
premiums and general revenue contri-
butions. 
The basic plan would provide hospital 
Insurance protection for virtually all 
older people. Because of the relatively 
high cost of hospital insurance for older 
people, provision la made for workers 
to pay in advance, before they reach 
age 65. tomard the cost of their benefits 
Just as they now pay while working to-
ward their cash social security benefits. 
Coverage under the basic plan would 
be provided in a fashion like that of the 
present social security system, because 
hospital cos is pose so wldespresd a threat 
to the economic security of elderly peo-
ple that it should be certain that virtu-
ally all the aged will have hospital to-
aurance protection. Medical expenses 
for hospitalized aged people are five times 
trester than for the aged not hospital-
ised. Nine out of ten aged people who 
reach age 65 will be hospitalized at least 
once—two out of three, at least twice— 
before they die. 
In addition to meeting hospital care 
costs, payments would be made under 
the basic program for less Intensive serv-
ices and levels of care appropriate to the 
hospitalized patient's needs as his con-
dition changes, and which can be substi-
tuted in msny cases for inpatient hospi-
tal care. These ancillary benefits would 
cover posthospital care in an extended 
care facility and posthospital borne 
health services. In addition, outpatient 
diagnostic studies would be covered. 
With the cost of the individual's old-
ate hospital benefit protection financed 
during his working years, he would be to 
a position to make a substantial contri-
bution to old age toward the relatively 
low-cost supplementary protection which 
would be provided by the bill on a volun-
tary basis. 
The voluntary cupplementary plan 
would meet the costs of physicians* serv-
ices and provide other benefits which are 
designed to build upon and fit together 
with the protection that would be af-
forded the aged under the basic hospital 
Insurance program. The combined cov-
erage of the two Insurance programs 
would result to protection for the elderly 
of a quality that only a few older people 
can now afford. 
Coverage of physicians' cervices would 
fee a particularly valuable supplement to 
the hospital Insurance provided under 
the basic plan. According to the Na-
tional Health Surrey, payments for phy-
sicians' cervices represent about 10 per-
cent of private health expenditures for 
Med persona The annual 160 deduct-
ible under the supplementary plan would 
limit physicians' coverage under that 
plan to cases where costs are apprecia-
In developing the basic and the sup-
plemental plans, a great deal of thought 
was given to their administration. The 
conclusions reached represent. X believe. 
a reasonable approach which promises 
to be efficient and, because of the selec-
tion of private organizations to carry out 
some of the more sensitive tasks, accept-
able to the providers of health services. 
In assigning administrative functions 
It was recognized that each of the serv-
ices covered under the basic program la 
provided by institutions or organizations 
which are accustomed to receive pay-
ment on a cost basis for the services 
they furnish from Blue Cross organisa-
tions and from public asencies and pro-
trams. The committee concluded that 
it would be feasible to provide to the 
administration of the basic program 
for the use of fiscal intermediaries se-
lected by hospitals and other providers 
of services. 
This would permit the same organiza-
tions or agencies which now reimburse 
providers of services on a cost basis to 
be used to perform a similsr function 
under the basic hospital insurance pro-
tram. 
On the other hand, the services ce» 
lected for coverage under the supplemen-
tary plan are primarily those provided 
by individuals or organizations that are 
paid for tneir services on the basis of 
established charges. The bill provides 
for payments to physicians on a charge 
basis to be made by private carriers 
under contract with the Secretary. The 
private carrier would have the respon-
sibility for determining the amount that 
physicians and others who would furnish 
services covered by the supplemental 
plan should be paid. 
While an important role would be re-
served for private organizations, I fully 
expect the Department of Health. Educa-
tion, and Welfare to exercise leadership 
In seeing to It that these federally 
financed programs are being carried out 
with efficiency, that the rights of bene-
ficiaries and providers of health care are 
observed and that high quality to med-
ical care for the aged Is a primary toal. 
SBM arm awa aajcxm a*as 
While health Insurance for the aged is 
the msjor achievement of this let islstlon. 
It is monumental also in its provision of 
Improved protection for the totally dis-
abled, to its recognition of the plight of 
the orphaned child of college age. to Us 
Improvement of the fiscal framework of 
the program by going far to reestablish 
a proper base of earnings to be taxed for 
Its support, to Its recognition of the need 
of the average and higher earners to 
have more of their earnings credited to-
ward future protection, and to Its treat 
Improvement to the provisions for medi-
cal and other aid to the poverty stricken 
Of the Nation. For all these improve-
ments, too, Chairman Moxs and others 
will deserve the gratitude of many. 
Mr. Chairman, the health benefits pro-
posal represents a practical solution to 
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a parti culsriy difficult problem. It 
would pro\ide the extensive health cost 
protection that older people need—thus 
overcoming perhaps the strongest objec-
tion that our friends from the American 
Medical Association have raised In con* 
nectlon with some of the proposals with 
which I have been associated in the past. 
This broad protection would be fl* 
nanced In a way that would enable the 
Individual to contribute substantially 
to the cost of his protection. This con* 
tribution from the worker means that 
be can expect the benefits to be paid as a 
matter of rtf ht and In a manner that 
eefeguards his dlcnJty and privacy. 
Also, because the benefits and the con-
tributions are ao closely connected, an 
attitude of responsibility tomard the oost 
of profram changes will be preserved 
where they might have been lost had 
benefits been provided largely or an* 
tirely from general revenues. 
Finally, the 6Ute-Federal programs 
of medlcaJ assistance for the needy aged, 
relieved of a substantial part of their 
burden and otherwise strengthened by 
the proposed legislation, will be better 
able to meet the medical needs and other 
needs of our Indigent elderly citizens. 
This three-way approach promises to 
make financial security In old age an 
obtainable goal for the great majority 
of older Americans In a way that should 
be acceptable to all. This monumental 
approach deserves the support of every 
Member of this House. 
What greater satisfaction could there 
be for those of us privileged to serve In 
this distinguished body than to know we 
have provided a means of securing the 
benefits of the accomplishments and 
tremendous strides that have been made 
In modern medicine for y*l!t<^i of our 
alder citizens. 
Mr. BYRNES of Wisconsin. Mr. 
Chairman, X yield 20 minutes to the gen* 
tleman from Missouri (Mr. Cuing]. 
Mr. CURTIS. Mr. Chairman, X op* 
posed the rule, before the Rules Com* 
mittee and here on the floor, on two 
grounds: First, there Is not the climate 
In this country or In this House to con-
duct an intelligent debate on this sub-ject, and. second, because the Rouse and 
the Committee on Ways and Means did 
not gain the knowledge, not having done 
the necessary research In this area, to 
conduct a meaningful debate. 
X might add a third reason, that It la 
very obvious that this Is not a debate. 
There Is no decision going to be made In 
the well of the Bouse. This Is a farce. 
There are scarcely 100 Members on the 
Boor of the Bouse now. There were not 
100 here at the time the gentleman from 
California (Mr Erne), the author of the 
MU, was making his remarks. There was 
act even a quorum of Members during 
the diemaelon of the chairman of the 
oommittet, for the aimple reason—«nd 
this Is not amid In criticism. X might gay 
of the Members of the Bouse who are 
ftot present, although X anight aay It Is a 
commendation for those of you who are 
here, ft Is not criticism for this reason— 
everyone knows that the decision baa 
bam made outside the wall of the Bouet. 
. T h e Congress In this instance la no 
tenter a study and a deliberative body. 
This |g o rabbcretamp operation, Just M 
we saw last week. These decisions have 
been nude, possibly wisely or unwisely, 
through a different process for render-
ing Judgments in our society. So I am 
not going to take a great deal of time 
Indulging in this farce because what X 
might aay, even though It might have 
merit and might bring out some mlsdom. 
make* no difference, any more than what 
the chairman of the committee had to 
aay makes any difference, or the gentle* 
man from Wisconsin. 
Mr.ARENDS. Mr. Chairman. X make 
the point of order that a quorum Is not 
present 
The CHAIRMAN. The Chair will 
count. £lghty*six Members are present, 
not a quorum. The Clerk will call the 
roll. 
The Clerk called the roll, and the fol-
lowing Members failed to answer to their 
Ashley . . 
PtJdvia 
• m y 
Boiling 
Bonoer 
Dtddtrlo 
Dent 
X*ggs 
(Bouno.oei 
IhjDetiD. Ortg. 
Wring, Ttnn. 
Jones, Ala. 
MftJUMrd 
Moorhtfta 
afofTtftoa 
Powell 
Bbo*«,Aria 
Woosevtlt 
Bmitfa. Calif. 
Cprtaftr 
CtAlbtUB 
Ctetd 
C»ttDty 
Te*gut,TlK. 
Toil 
Accordingly, the Committee rose; and 
the Speaker pro tempore (Mr. ALBERT) 
having assumed the chair, Mr. DIN CELL, 
Chairman of the Committee of the Whole 
Bouse on the State of the Union, reported 
that that Committee having had under 
consideration the bill H-R. C675, and 
finding itself without a quorum, he had 
directed the roll to be called, when 409 
Members responded to their names, a 
quorum, and he submitted herewith the 
names of the absentees to be spread upon 
the Journal. 
The Committee resumed Its sitting. 
The CHAIRMAN. The Chair recog-
nises the gentleman from Missouri I Mr. 
Coins h 
Mr. CURTIS. Mr. Chairman, before 
the rollcall X was making the point that, 
In my Judgment, this matter was not 
ready for debate and deliberation on the 
floor of the Rouse. The point la well 
made, because the Members themselves 
have already made up their minds as 
to what they are going to do; apparently 
they know what Is In these 396 pages. 
In my Judgment we do not know these 
things and we cannot, of course, move 
forward with any intelligent discussion 
Of the bill. 
There are reasons for that. The point 
was made by the gentleman from Cali-
fornia IMr. Kxnol, and also during the 
debate on the rule by the gentleman 
from Indiana, that the propaganda of 
the American Medical Aaaodation had 
confused the issue. This point was 
raised In the Rules Committee, and X 
elated that perhaps there has been some 
confusion by this propaganda. But even 
a more etrious problem la the climate 
created by the propaganda campaign 
which has gone on for years, financed, 
I would point out. contrary to the law, 
by Federal tax money and the uae of 
federal employees' time In order to pro-
mote It. 1 am referring to the action 
Of certain employees of the Department 
Of Bealtb. Bducatlon. end Welfare. X 
have made these aharges of lobbying 
with FMera. fends m 
along. X have documented them. There 
Is no question but what the matter Is 
confused as far as the public is con* 
cerned, and as far as the Members of 
Congress are concerned. The Govern-
ment's propaganda Is such that the peo-
ple have been given a constant dose of 
misinformation rather than accurate 
Information.^ 
Let me go on to the second part, which 
la equally serious, and that Is that this 
committee, the Committee on Ways and' 
Means on which X serve, is not in a por-
tion to present accurate information to 
the House that will enable it to conduct 
an Intelligent debate on this eery im-
portant and controversial Issue. As the 
gentleman from Wisconsin (Mr. Brans! 
stated, the Issue of controversy, of course, 
Is In the area of health care. 
The Committee on Ways and Means 
did bring out a bill last year In regard 
to Improvement of the social aecurtty 
program and. as has been pointed out, 
this passed the House almost unani-
mously. One part of this bill therefore 
contslns matter about which there was 
adequate study and discussion In the 
Committee on Ways and Means. The 
committee was In a position to present 
that matter to the House for proper de* 
bate and its full consideration. But the 
controversial aspects of this present bill 
are not ready for debate and delibera-
tion. That was very well demonstrated 
at the time the gentleman from Cali-
fornia [Mr. XCXNCI, had the floor, and 
the chairman of the Committee on Ways 
and Means (Mr. MILLS], engaged In a 
colloquy with the gentleman from Wis-
consin [Mr. BVSNES], in regard to the 
cost estimates of one important health 
aspect of the bill. The gentleman from 
Arkansas [Mr. MILLS], referred to some 
later figures on cost estimates, dated 
around April 6, as X recall. X am a mem* 
ber of this Committee on Ways and 
Means, and X have never aeen these new 
cost estimates. X might aay X doubt If 
anyone else on the committee has aeen 
these new cost estimate figures. 
When we began hearings there were 
discussions behind closed doors on Janu-
ary 27. There has been a constant re-
vision upward of the cost estimates, but 
all of this was done behind closed doore. 
The chairman of the Committee on Ways 
and Means knows X have a very high re* 
gard for him, although we have a funda-
mental difference of opinion on the pro-
cedures the committee followed In trying 
to look Into the aspects of this very con* 
trovcrsJsJ issue. * 
X urged that there should be open 
hearings and people with knowledge In 
our society on this subject should be 
given the opportunity to come before us. 
This was not a military operation we 
were studying. This was a matter of 
public Information, and It should have 
been of treat Interest to the public and 
to the preas. tf they have been Inclined to 
report It, for example, to report the col-
loquy which went on between the actuary 
of the committee, for whom X have a 
freat regard, and the actuary of aome 
of the health Insurance companies And 
alter this, the actuaries revise their esti-
mates on thla But the public does not 
have any knowledge on this Many of 
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the Members of the Committee on Wirt 
and Means knom* nothing about It. The 
Members of the House know little about 
It The Members are permitted to rote 
for or against a label, not a piece of 
legislation. 
Mr HAUL Mr. Chalraan, will the 
gentleman yield? 
Mr. CUKT18. I yield to the gentleman 
from Missouri. 
Mr. HALL. Is H not true that at one 
time the same actuaries' calculations for 
the original King*Anderson or adminis-
tration hospital care bill mere found by 
the chairman of the Ways and Means 
Committee lUelf to be 100 percent off 
base? 
Mr. CURTIS. It la more than 100 
percent. It Is difficult trying to figure 
out what the costs In this area would 
be. and there Is still serious dispute on 
the part of health actuaries as to whether 
we are still not underestimating the cost 
in the HR X part of the bill, let alone 
the cost In the Byrnes package, either 
as contained In the bill or the Byrnes 
package as contained In the motion to 
recommit. 
Mr. HALL. la that not true because 
we are dealing with service benefits in-
itead of cash benefits? 
Mr. CURTIS. That la the problem. 
We are fundamentally changing the con-
cept of aocial security, one which has 
been a cash program, to one which Is a 
hybrid, which Includes cash and certain 
aenrices. But horn can we estimate what 
aerrices will cost over a period of years? 
There were witnesses that we failed to 
bear. Let me pin this point down. The 
chairman of the committee told the 
House how many hours of hearings the 
Ways and Means Committee has had 
ever the past years on this general sub-ject Indeed we have, but each time we 
held these hearings they were In relation 
to a particular bill. After we held the 
bearings we concluded that these were 
111 conceived proposals and did not stand 
up under the kind of testimony we re-
ceived. So we have had version after 
version of King-Anderson proposals, we 
are now at about the tenth version. We 
bave not had public bearings on this 
»ew bill, H R. 1 the tenth version. Ho 
one who Is knowledgeable on this eub-
Jact has bad an opportunity of testify-
ing oo it publicly. 
It is true that we did call In a few ex-
pert witnesses—quite limited I might 
aey—end there are some hearings now 
available, If the Bouse la Interested In 
looking at aocne of the testimony. This 
la quite limited testimony. But this U a 
far err from calling In the very Indus-
tries and professions that are responsible 
for our having the greatest health care 
cyatem of any society in the world. Our 
problem In the field of health cart for 
the aged, aa I often point out, la not the 
fcault of failure—It k the mult of suc-
cess. We have been ao successful In our 
aoclety and In our methods of handling 
health care not Just for the aged but for 
•ur enure aoclety that people art bring 
10 or II years longer. St la aueceas In 
Ibis field that has created the problem— 
fbe economic problem that we art now 
trying to cope with. But It la not the 
failure of our health care gystam. St la 
Its success. The people responsible are 
the diug Industry, the hospitals, the doc-
tors, the health Insurance companies, the 
nursing homes, the visiting nurses, busi-
nesses or labor organizations with their 
pension plan programs. It Is hard for 
this body to reelizc, I believe, #<hai these 
groups most of which have opposed this 
kind of legislation and have recom-
mended that we not move forward in 
this may were not permitted to testify 
before us so we received no benefit from 
their advice or their criticism under 
cross-examination—and I might add 
with the advice of rebuttal witnesses on 
the part of those who might disagree 
with them. This Is the committee 
process. This Is the way the Congress Is 
supposed to gather knowledge and wis-
dom on an Issue to apply it to its solution. 
But these were not the procedures that 
we folloued and we do not have the bene* 
fit of the advice that these groups could 
give. The advice we have received has 
been received largely on an ad personam 
basis by the chairman of the committee, 
for which I commend him and to aome 
degree by the gentleman from Wisconsin 
(Mr. BYRNES] and myself to a very 
limited degree to the extent that we could 
per*onM)]y meet and UJk with these peo-
ple in our offices. But that is not the 
committee process. If the chairman of 
the committee wants to interrogate the 
top people in the Blue Cross in regard to 
a program, let him do ao ao that the 
rest of us on the committee can get the 
benefit of those discussions because these 
are not easy matters. This is a com-
mittee process. But we are before the 
House today without that benefit. 
Mr. LANDHUM. Mr. Chairman, wfil 
the gentleman yield? 
Mr. CURTIS. S yield to the gentle-
man. 
Mr. LAKDRUM. X am reluctant to 
challenge the gentleman's statement. 
Mr. CURTIS. S should think you 
would be. 
Mr. LANDRUM. But X went to the 
committee this year as a new member 
and I participated In the hearings over 
there for a great number of days—X do 
siot know Just how many. But as X recall, 
there were between 2 and I weeks de-
voted to hearing experts from the in-
surance Industry; Blue Cross and Blue 
Shield; the Hospital Association; the 
American Medical Association, which 
was represented by, among others. Its 
president. Dr. Donovan Ward; the Amer-
ican Nursing Borne Association, the 
pathologists, the labor unions, and ao on. 
X do know that It took two rather thick 
volumes to print these hearings. In ad-
dition, we received a treat volume of 
written communications Including ma-
terial from drug Industry representa-
tives, physicians, hospitals, and others. 
Mr. CURTIS. Tea; X aaw you there. 
Mr. LANDRUM. And X listened In-
tently and questioned for a little bit of 
the time officers from various carriers of 
Insurance In particular, Including Blue 
Cross and Blue Shield. X listened In-
tently to the actuaries from that orga-
nisation and to the president of that or-
ganisation aa wall aa to the actuaries 
from the insurance Industry. X listened 
to what the BodaJ Security Administra-
tor and the aocial security chief actuary 
had to say and I heard the gentleman 
question them, and I listened to a lot 
of his questioning and received a great 
deal of benefit from it. 
Mr. CURTIS. All right. X want to 
thank the gentleman. But the point X 
made is still accurate. I did point out 
that there were a limited amount of ex-
pert witnesses called in before the com-
mittee. X pointed It out, if the gentleman 
had been paying attention—and If he 
would pay attention now—that there 
were aome limited hearings that had 
been published that would show aome 
of this information. But I am trying to 
point out the procedures that did go on, 
and I know the gentleman would recog-
nize this. 
Mr. HALL. Mr. Chairman, win the 
gentleman yield? 
Mr. CURTIS. X yield to the gebtle-
Mr. HALL. The gentleman men-
tioned the pharmaceutical Industry 
being heard and their testimony being 
made a part of the hearings. I did not 
notice where they were heard to any 
extent or whether any part of the phar-
maceutical associations were heard, yet 
I notice that there were the HEW ex-
perts testifying as to what the pharma-
cists thought. Were they ever given a 
chance to rebut it? 
Mr. CURTIS. No; they were not. Aa 
a matter of fact, the committee aat there 
throughout ail of these executive sessions 
with the officials of the Department of 
Health, Education, and Welfare con-
stantly present. The usual occurrence 
was for the HEW officials to state what 
the various industries—the pharmaceu-
tical Industry or the hospitals or the 
nursing homes or visiting nurses asso-
ciations thought. Many is the time, and 
X think the record will show it, X said X 
am interested in interrogating these peo-
ple myself and I chlded the chairman of 
the committee on occasions when he 
aaid. "Htrt is what they told me." And 
X aaid, "But, Mr. Chairman, what X want 
to do Is to interrogate them myself.** 
Mr. MILLS. Mr. Chairman. wUl the 
gentleman yield? 
Mr. CURTIS. X field to the gentle-
man. 
Mr. MILLS. The gentleman from Mis-
souri {Mr. HAU.1 raised a question about 
whether the pharmaceutical people ap-
peared before the committee. ' 
Mr. CURTIS. That is right.
 # 
Mr. MILLS. They did appear before 
the committee In connection with the 
bearings on the bill we had under oon-
a*derationtnl»6>-*4. 
Mr. CURTIS. Tea. 
Mr. MILLS. They did not appear In 
1M5. 
X believe my friend from Missouri who 
la In the well of the House should call 
the attention of the gentleman from 
Missouri to the fact that the quarrel with 
the Pharmaceutical Association was over 
the fact that we had limited available 
drugs under this program to those drugs 
Mated aa being all right by the publica-
tions used In the professions or thoee 
that are passed on by medical staffs of 
bosplUl*. This la spelled out on page 
M of the report They wanted to go 
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beyond that, and we did Dot believe it 
appropriate to do to. 
Mr. CURTIS. X Bilfht say io the 
chairman that there mere many polnu 
they made. X read from a letter In the 
committee one of the polnU they did 
make which was Ignored. 
The chairman U verifying, In essence, 
the manner In which we proceeded. 
That la the very area at to which we 
hare a quarrel and disagreement OD pro* 
oedurea 
What X aim trying to bring out for 
the benefit of the House, but also to 
make a record here in the COKCRCSSIOHSI, 
RrcoiD, at any rate. Is the procedures we 
did follow and why X am suggesting that 
this matter Is not ready for debate on the 
floor of the House. We lack the infor-
miUon me should have acquired In public 
hearings if these knowledgeable people 
had been permitted to testify not on 
a genera] subject but on the specific 
proposals. There was HH. 1, which was 
• nem bill. 139 pages long, and the con* 
fidential print mhich the chairman had 
made up for the committee, of aome 2S0 
pages, which many of us had cot aeen 
until It came ID. Under the orders of 
the chairman, this print was not to be 
taken out of the committee room. X told 
the chairman that I certainly intended 
to take it out. and to at least allow aome 
of the people who had knowledge in this 
Held an opportunity to comment on aome 
of the language. 
This la the procedure we did follow. 
X submit we are not In a position under 
these kinds of circumstances, for a meas-
ure of this Importance, to move forward 
to debate It with Intelligence. 
Mr. JOKES of Missouri. Mr. Chair-
man, wlli the gentleman yield for a Ques-
tion? 
Mr. CURTIS. X field to the gentle-
man from Missouri. 
Mr. JONES of Miaaourl. Can the gen-
tleman tell me upon whom we must rely 
for the estimates of the Increase In the 
hospital patient load under cither one of 
these plans? 
Mr CURTIS. Tea. It la eaaentlally 
on the testimony of Mr. Myers and his 
associates. He Is the chief actuary of 
HEW. In addition, the colloquys and 
conversations he In turn has had with 
aome of the top actuaries of the health 
insurance organizations, all of this X 
might add was behind domed doors. 
Mr. JOKES of Missouri My appre-
hension has been that X know, In the 
locality In which I live, our hospitals are 
filled lo capacity all of the time. Ob-
serving the hospital Insurance plana 
Which are In effect, are we In danger of 
creating an obligation which cannot be 
met by the physical hospital facilities, 
wnder this plan? 
The CHAIRMAN The time of the 
gentleman has expired 
Mr. BYRNES of Wlaeongln. Mr. 
Chairman. X field I additional minutaa 
io the gentleman from Miaaourl 
Mr. CURTIS. The answer to that 
foeetion la. X believe there la a real dan-
ger. There Is a real concern not ao much 
over the facilities as over the afcliis; the 
available nurses and doctors. 
Mr. JONES of Miaaourl. The m m 
and toehnJdans. but oven the physical 
plant. X kDow that ID my arms we do 
not have sufficient hospitals to take cars 
of any additional load at all. 
Mr. CURTIS. That Is a real concern 
of the limited facilities and one of the 
factors me need to go Into. 
X offered a bill which has been law for 
some time, to provide FHA guarantee for 
private nursing homes, which did pro-
duce about 100.000 beds and we are now 
building about 60,000 new beds capacity 
a year. 
Mr. MILLS. Mr. Chairman, will the 
gentleman yield on that point? 
Mr. CURTIS. X wanted to finish two 
or three points, but X will yield. The 
point Is that we are not In a position to 
talk with intelligence. Mr. Chairman, 
because we did not call In the people 
who know the answers. 
Mr. MILLS. My friend from Mis-
souri and X can always talk with Intel-
ligence. 
Mr. CURTIS. Hot always. X cannot 
talk with Intelligence without studying 
these things first. X try to. but what 
constitutes study? 
Mr. MILLS. The work both you and 
Xdo. 
Mr. CURTIS. We try to get knowl-
edge from people In the particular fields 
of their excellence by interrogating 
them. 
Mr. MILLS. On the point made by 
the gentleman from Missouri, I thought 
my friend believed as I have believed 
over the years, that most of the people 
who need hospitalization and who need 
the care of a doctor. In your country and 
In my country and in the country that 
the gentleman from Missouri IMr. 
JOKES 1 serves, get it, whether they are 
In a position to pay for It or not. 
Mr. CURTIS. That Is correct 
Mr. MILLS. Xf they get it. then how 
does this bill which provides the means 
of making payment for these services 
bring about this undue overutUization 
which the gentleman is talking about? 
Mr. CURTIS. The gentleman Is fully 
aware of why, because we devoted a lot 
of time to this problem of hospital over-
utilization. The emphasis In this bill on 
hospital utilization boards and the con-
cern many people express when we go to 
this kind of a program there will be this 
over-utilization. However, let me go on 
to finish my points. 
Mr. MILL8. All right. 
Mr. CURTIS. All X am making a 
point about Is this: I am not trying to 
ongsge In a debate on the substantive 
Issues of this bill because we are not In 
a position as a committee to advise this 
House with any Intelligence. We have 
failed to obtain the Information and 
what information we obtained In the 
past we have not kept up to date. We do 
Dot know what we are talking about In 
this area. However, let me go on to the 
three other points that X want to make. 
What ooticerns me so deeply about 
moving forward In this Important area 
ID ignorance la that we do DO! know; but 
this we do know: the payroll tax has a 
Habitation, Just as we have now found 
that the Federal income tax has a limi-
tation, and we all recognise the ooo-
Domic damage It It creating. 
Senator Hiatoorr, when he waa the 
Secretary of sUatth, Education, and 
Welfare, sdvlsed this committee In one 
of our public hesrings under cross ex-
amination that he was concerned with 
the limitation of the King-Anderson 
bill, which was to give benefits that were 
less than 25 percent of the cost to the 
older people. X ssld, "Why did you 
limit it?" and he said, "Even to pay for 
these we have to get the payroll tax to 
where it is 10 percent of the payroll, and 
when It reaches that it creates real dan-
ger for the social security system itself." 
Now. this bill has 11 2 percent ulti-
mately with a base of $6,600. I tried to 
engage and X did engage in a limited 
colloquy with the Director of the Budget, 
Mr. Oordon. and X put In the Rscoms, 
excerpts from the hearings, a colloquy 
on the economic consequences Involved 
If we load too much on the payroll tax. 
The unemployment Insurance system Is 
based on that tax, too. In effect, so la 
workmen's compensation. We are mov-
ing ahead here without the benefits of 
the wisdom and the knowledge that ex-
perts In this field might have given us. 
Just because there is a popular label on 
this bill It will be passed. This Is the 
kind of a climate that has been crested, 
and In which we cannot conduct an in-
telligent debate. 
The second point Is the compulsion 
and the comprehensiveness of medicare. 
If you look at the bill, right at the very 
beginning there is a great big label on 
page 9. Xt ssys "Prohibition Against 
Any Federal Interference." Xt says 
there will be DO Federal interference. 
and that free choice by the patient la 
guaranteed. Then the next 70 pagea 
tell you how the Federal interference 
will be carried out. Let us not kid our-
selves about it. It hss to be. I am not 
arguing against that. If we use Federal 
funds, we have to have Federal regula-
tions. The provisions are that the De-
partment of Health, Education, and 
Welfare must enter Into contracts or 
agreements with hospitals and nursing 
homes, and if your nursing home or your 
hospital which you want to go to does 
not agree with the officials in Washing-
ton on their charges and what they can 
charge for, then the older person cannot 
go to that hospital or nursing home 
The CHAIRMAN The time of the 
gentleman has expired. 
Mr. BYRNES of Wisconsin. X field 
to the gentleman 5 additional minutes 
Mr. CURTIS. Then the older person 
cannot go to that hospital Where is the 
ultimate decision In the event of % con-
troversy between the hospital board or 
the nursing home and the great Depart-
ment of Health. Education, and Welfare? 
The ultimate decision la In Washington. 
There la a lot of machinery In between 
provided, of oourse, but In the event of a 
difference of opinion, the ultimate deci-
sion la vested, as it has to be, In the De-
Crtment of Health, Education, and Wel-
rt I n n happy that I was able to Im-
prove this bill to aome degree by getting 
Judicial review. Bo that there could be 
at least an appeal to the courts from the 
arbitrary decisions of the Department of 
Heath, Education, and Welfare. Bo we 
have the basis for what many of ua be-
here will lead to socialised medicine, 
moving Into a socialisation In this area 
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My concluding remarks art these: In 
our society ae hsvc aUsys taken ears 
of thoie In need. The Kerr-llUls Act 
took this approach. 
The American Medical Assodstion has 
not been falsely propsgondUing elder* 
care by ss>lng St mill piovlde up to 100 
percent of medical cost. Eldercare Is 
reslly only a modest Improvement of 
Kenr-Mills In my Judgment It probably 
would only cost about $100 to 1200 mil-
lion In addition to a hat me sre doing un-
der Kerr-Mills. Kerr-MUU, which has 
hecn so badl> misrepresented by the offi-
cials of the Department of Health, Edu-
cation, and WelXsre actusll> a as ssylnf 
this We know the people on relief now 
are being cared for. Horn ever, there are 
some people who are not on relief. They 
can their ©an little home, have their 
pension, but if they set hit with a major 
medical cost, they could be thrown on 
relief. 
Kerr-Mills In effect says to the States: 
You tell those people to bring In their 
medical bills and ae can take care of 
them up to 100 percent If thst Is what 
they need, so they stay off relief. 
Right, Mr Chairman? Is not that the 
thrust of Kerr-Mills, so people would not 
to on relief? It Is not the other way 
around, and so ahst eldercare says Is 
this Let us not wait until these people 
tet hit with a major medical. Let us 
co\er them with health Insurance, and 
If they have difficulty In meeting the 
premium cost then ae can help them to 
pay the premium This is the approach, 
and why eldercare and Kerr-Mills Is 
really not very costly It Is taking care 
of up to 100 percent of all the medical 
costs But It only relates to 15 or 20 
percent of the older people In our so-
ciety. But this compulsory program In 
the bill before us Is to cover 100 percent 
of our older people—the rich, the me-
dium income, as well as the poor, whether 
they can afford it or not. and cover about 
25 percent of their average health costs 
As the chairman of our committee has 
often pointed out—and X agree with 
him—we should not use general reve-
nues for welfare matters unless we have 
a means test; because, If we ever went 
to that there would be no end to It That 
Is why X am pleased that In the Byrnes 
kill. In a limited way—not the way X 
would like to. because It Is too lush a 
•scans test—but at least we do say that 
In using general revenues as to people 
# m $5,000 of Income there shall be a 
vscovtomens* 
. My concluding remarks art those that 
I began with, that this matter Is not 
ready for debate It is obvious thst this 
Bouse Is Mi In a mood to debate and 
deliberate. The decision which was made 
outside of the well of the Bouse, outside 
the deliberative process. Is going to pre-
vail Members have already made up 
their minds They are voting on a label 
What the chairman of the oommlttee 
might say—and he Is eloquent and Is a 
student and X have great respect for him; 
and what Congressman Brans might 
acy. and X have a similar respect for him. 
or what X In a small way anight say. or 
the author of the King-Anderson bill, 
Mr. Kmo, might say, makes no differ -
Is It not obvious, Mr. Chairman, what 
has hsppened? The Congress of the 
United States has become a rubber* 
stamp. 
Mr. Chairman, under permission to 
extend my remerks, X am including a 
discussion of another point in the bill, 
namely the amendment to the disability 
program. 
During the committee discussion of 
the medicare legislstion the processes for 
procedural and substantive action, 
namely the hearing* and public discus-
sions of the proposal! contained in the 
legislstion, were so lacking that many 
Important changes were made without 
proper consideration. 
To illustrate, Mr. Chairman, X rtitx to 
the committee action In changing the 
definition of disability in the Social Se-
curity Disability Act system. The defini-
tion under the present law declares a 
person eligible for benefits if he has an 
Impairment "ahlch can be expected to 
result in death or to be of long continued 
and indefinite durstion." The amend-
ment in the bill would make a person 
eligible for benefits if he suffered a total 
disability for a period of 6 months. 
This change would affect thousands of 
persons and cost additional millions of 
dollars In fact, the Social Security Ad-
ministration estimates thst 155,000 per-
sons—other sources estimste a much 
higher figure—will be added to the dis-
ability rolls immedjstely upon enactment 
of this amendment. The important na-
tional effect and import of this amend-
ment apparently was unimportant to the 
sponsors because no public notice nor 
any public hearings at any time have 
been msde upon this subject. 
The additional cost of this disability 
definition change was never considered 
In the financing of the medicare legisla-
tion although a great amount of time 
and thought was given to the matter 
of adequate financing of other aspects 
of the bill This change made in the 
last several days of committee meetings 
with Its additional millions of dollsrs 
of cost will serve only to make the orig-
inal finance figures more unreliable. 
Furthermore, such a change in adding 
thousands of persons to the disability 
rolls will compound the injury already 
being done in the State workmen's com-
pensation programs by the lack of co-
ordination in Social Security Disability 
Act Since 1058 disabled persons under 
the Federal and State programs have 
been receiving dual benefits as a result 
of the repesl of the offset provision in the 
act that year. Prior to repeal the red-
oral disability benefits were reduced by 
amounts received under the State work-
men's compensation programs These 
dual bene flu generally exceed the take-
home pay of the worker which he re-
ceived as an ablebodied workingman on 
the Job It Is a simple deduction then 
that by changing the disability defini-
tion and bringing more persons Into the 
category of receiving dual benefits, the 
Federal program reduces the effective-
Bess of the State programs Already 
aome States have acted upon the sug-
gestion of those In the Federal Govern-
ment to reduce the benefits under the 
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State programs by the amounts received 
from the Federal Disability Act. X do 
not believe that the Congress in Its cre-
ation of the Soclsl Security Disability 
Act ever intended it to aster down or 
replace the Stste programs—yet, this Is 
the sctusl hsppening. 
The area of most serious concern Is 
the rehabilitation of the disabled per-
sons Those most experienced In the 
field of rehabilitation point out that 
motivation Is the key fsctor In bringing 
about rehabilitation There is no ques-
tion thst cash benefits greatly motivate 
a person's desire to be or not to be re-
habilitated. Commonsense dictates that 
a person receiving more income while 
disabled thsn when on the Job will 
minimize, if not eliminate, the incentive 
to be rehabilitated Opening up the 
disability rolls to thousands of addi-
tional persons aithout careful study and 
control will Increase the difficult prob-
lems Inherent In the rehabilitation pro-
grams. 
An argument has been made by the 
proponents of social security replacing 
the State programs that the cost is on a 
60-50 basis. Once the benefits become 
high enough, this method of sharing 
does not hold true. Witness the Italian 
program where 52 percent of payroll goes 
for social benefits and the employer pays 
42 percent and the employee pays 8 per-
cent of the costs. 
Also In aome countries, notably Eng-
land, where the workmen's compensa-
tion program has been nationalized, the 
right to sue at common law by the em-
ployee against the employer has been 
made available again. Under the State 
compensation programs the employee 
gives up his common law rights to sue the 
employer for any injury received on the 
Job in exchange of a definite amount of 
compensation. Should the State pro-
trams In this country be superseded by 
the Federal program, there is every rea-
son to believe that we will return to the 
chaos, confusion, and suffering that ex-
isted under the common law operation. 
X believe that such a development will 
have both labor and management up In 
arms all over the Nation against the 
possibility of such a happening 
There have been some statements that 
under the present definition, doctors 
cannot easily determine a total and per-
manent disability of long duration. 
However, doctors under the State pro-
grams have been able to make such de-
terminations medically, conveniently, 
and wisely for 50 yesrs 
It Is also argued that the present def-
inition creates hardship cases In-
formed persons In this field tell me that 
proper administration and the courts in 
their rulings take care of any hardship 
eases which may arise and whenever we 
draw a line there will be argument, and 
propertly so, as to Just where the line 
should be. This Is Inherent In all legisla-
tion. 
The report of the committee calls for 
the Health, Education, and Welfare De-
partment to make a study of this prob-
lem and report no later than December 
II, 1*66 The Soda] Security Advisory 
Council made a recommendation for a 
study of this problem area In its report 
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last year. It If amazing In the light of 
these two recommendation* that the 
committee mould legislate prior to the 
findings of the study rather than after-
ward. It It inconceivable that action 
would be taken prior to the fact father 
than after the fact. 
Wr. BCHNTEBQI. Mr. Chairman, I 
ask unanimous consent to extend my it* 
murks at this point In the Rsooao. 
The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Pennsylvania? 
There was no objection. 
Mr. 6CKNEEBELJ. Mr. Chairman, X 
Join my Republican colleagues In gup* 
porting many of the provisions in the 
aocial security bill. Like them. I have 
felt that many of these amendment* are 
long overdue. 
I am in full accord with the amend-
ments in the bill that mould increase 
benefits by 7 percent across the board 
with a $4 minimum increase for a 
worker, continue benefits to age 22 for 
certain children in achool, provide tax 
exemption of certain religious groups, 
provide actuarially reduced benefits for 
widoms at age 60. and pay benefits, on a 
transitional basis, to certain persons cur* 
renlly 72 or over now ineligible; liber-
alize the definition for disability insur-
ance benefits; and. Increase the amount 
an individual Is permitted to earn with-
out suffering full deductions from bene-
fits. These aocial security amendments 
were agreed upon by the conference com-
mittee In the 18th Congress. A bill con-
taining these amendments could have 
been enacted long ago. and with unani-
mous support on the part of the Republi-
can members of the committee. 
During the consideration of the eo-
called King-Anderson bill—H.R. 1—in 
the 18th Congress, the Way and Means 
Committee also tentatively agreed upon 
amendments to improve and enlarge the 
Kerr-Mills Act. I am glad to find these 
amendments In the bill. I am certain 
that the committee would have reported 
out similar amendments last year, ex-
cept for the fact that the proponents of 
medicare—lacking support for their pro-
gram—asked that the committee pass 
over all amendments dealing with medi-
cal care for the aged. These Kerr-Mills 
amendments would be In the law today, 
with the full support of the Republicans, 
were it not for that fact. X know that 
these amendments will enable my 
•tat*—the Commonwealth of Pennsyl-
vania—to improve 1U already extensive 
Ken-Mills program. 
There are other fine amendments In 
the bin providing for medical aid to 
dependent children, the blind, and the 
disabled; genriees for maternal and child 
feealth. crippled children, and the men-
tally retarded; and a 8-year program of 
apedsJ grants for health cervices for 
thildren. X fully aupport these amend-
ments. 
X also have BO objection to the volun-
tary program of supplemental Insurance 
added to the original medicare proposal 
The Republicans have consistently 
pointed out that the original hospitali-
sation program proposed by the admin-
istration was wholly Inadequate. This 
Inadequacy would have neulted hi de-
ception and confusion for some II mil-
lion of our elder citizens—the over-
whelming majority of whom had been 
led to believe that the so-called medicare 
bill, H.R. 1, provided what that term 
Implied; namely, complete medical care. 
Not only do X find nothing wrong In 
the voluntary appiooch to insure the 
elderly for doctors* charges and other 
medical services, I believe that the bill 
would be Immeasurably better If that 
concept had been applied to the entire 
hospitalization program. 
Our committee should take pride In 
the fact that with the exception of the 
compulsory payroll deduction aspect, the 
bill has broad support among Democrats 
and Republicans alike. Why should we 
have this one large negative feature In 
the bill—and by this X rtttr to the hos-
pitalization program—financed by a 
payroll tax automatically and compul-
aorUy extended to everyone over age 65 
regardless of need. In using the term 
••need." X do not refer to a "needs test*' 
or "means test." X refer to the fact that 
there are many of our elder citizens who 
are already being covered in increasing 
number at no cost to themselves under 
adequate programs of group health In-
surance, provided for by their employers, 
their unions, or by other organizations. 
Those people have no need for a Govern-
ment program; for them, It Is superflu-
ous. 
Xn opposing the financing of the hos-
pitalization program, X am not unmind-
ful of the Increased cost of health In-
surance for those over age 65. On the 
contrary, X believe that the comprehen-
sive health insurance program embodied 
In a bill which X introduced—H.R. 
4354—and in similar bills introduced by 
other Republicans, will provide more 
adequate health insurance for the aged, 
at a lower cost, and without Imposing a 
regressive payroll tax upon tomorrow's 
workers. 
The payroll tax Is one of the most un-
fair and regressive taxes In the entire 
Federal tax system. Xt applies to the 
first dollar of earnings. There are no 
exemptions, no deductions, no exclusions, 
and no tax credits. The president of a 
large corporation pays the aame tax as 
his workers earning as little as $5,600 
per year. 
Under the committee hill, a worker 
earning a mere $3,600 wage, with a wife 
and two children to support, will be taxed 
on his first dollar of earnings—not for 
his future benefit—but to pay current 
hospital benefits for a retired couple with 
the aame or more Income, who pay no 
Federal taxes at all X Just do not think 
that this Is fair and proper. 
Under the tax rates In the committee 
hill, a XI-year-old worker and his em-
ployer will pay the equivalent of $$,6$0— 
during the employee's working years 
and those rates may be Inadequate. 
Under the Republican program a par-
ticipating Individual will pay only when 
he reaches age 15—not for 44 years In 
advance—and under present assumptions 
he can expect to pay $674-60 In premiums 
during his retired years. Although this 
figure la only about 10 percent of the 
amount that must be paid on behalf of 
as Individual worker, tader the commit-
tee bill the benefits greatly exceed those 
financed by the committee's compulsory 
social security program. 
Not only does the Republican proposal 
avoid this regressive payroll tax, but on 
the other hand its voluntary aspects and 
broad coverage provide additional ad* 
vantages over the committee bill. 
The basic hospitalization program In 
the committee bill is extended to all eli-
gible persons over age 65 automatically 
and compulsorily. 
The Republican program would be 
wholly voluntary. When coupled with 
the payment of a premium contribution, 
this reduces the duplication of coverage 
for those already covered under private 
programs. Xt preserves the Insurance 
concept 
The Republican program requires the 
participants, Including those presently 
over age 65, to make a contribution to-
ward the cost of their Insurance. This 
reduces the cost which Is passed on to 
taxpayers under age 65. It also acts as 
a deterrent to excessive utilization of 
benefits on the part of those enrolled. 
The hospitalization program In the 
committee bill is, in fact, a part of the 
aocial security tax system. An addi-
tions] liability of $133 billion Is Imposed 
on the social security tax structure by 
the adoption of that program. 
The Republican program Is financed 
wholly apart from the social security 
system. Xt does not Jeopardize future In-
creases in cash benefits. 
Xn financing the hospitalization pro-
gram through the payroll tax, as a part 
of the social security system, the com-
mittee bill gives rise to the concept of 
"entitlement." Xt creates the erroneous 
Impression that the wage earner is "pre-
paying" for a specific hospital benefit. 
This precludes any revision of benefits In 
the future, except to increase the scope 
of the program. 
The Republican program preserves a 
high degree of flexibility. When the In-
sured is required to pay a premium for 
the benefits, both premiums and benefits 
can be modified as the need arises. Pres-
sures for Increased benefits will be 
minimized if such increases are charged 
against the Insured through higher pre-
miums. 
The committee bill does not meet the 
problem of catastrophic Illness. Benefits 
of the combined hospitalization program 
and medical services program In the 
committee bill fall short of the benefits 
provided for in the Republican program. 
The Republican program covers the 
catastrophic Illness up to a lifetime 
maximum of $40,000 In benefits. The 
Republican bill also covers prescribed 
drugs, while the committee bill excludes 
this item 
By eliminating duplication of coverage 
and combining all medical benefits In a 
single comprehensive Insurance pro-
gram, the Republican program will pro-
Tide more protection for less dollars. 
The Republican proposal provides for 
premium contributions related to cash 
benefits under aocial security, coupled 
with a tax recoupment of the subsidy 
attributable to Individuals with Incomes 
of over $5,000 and married couples with 
of over $10,000. This eliminates 
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•"heed" as a basts for Qualification with* 
out extending bcnenu to those who are. 
In fact, able to pay the full cost of their 
own insurance. 
The Republican proposal also Incor-
porates the amendments to the social 
security la us pioposed In the el de rem re 
bills, thus making more sped ft c the right 
of the Slates to enter Into private con* 
tracts of insurance to cover the State-
administered OAA and MAA programs. 
I am also critical of the committee bill 
In another respect—not for a hit the bill 
does—but for what it fails to do mith re. 
lard to the overcharge on the eelf-em-
ployed. 
On aeveral occasions, I proposed that 
the committee amend the social security 
tax schedules In order to remove an ob-
vious Inequity with respect to the self-
employed. Under existing law*—and un-
der the achedules in the bill—the self-
employed will be paying lVa times the 
tax paid by the employee for the same 
benefits. I have not been able to get a 
reasonable explanation for this differ-
once. 
Time and time again, we have been 
told by the Department of Health. Edu-
cation, and Welfare that the tax paid by 
the employer should not be credited to 
or attributed to any individual employee. 
The Department takes the position that 
the employer's tax should be treated as 
a part of the general fund to finance 
benefits for those who have only paid 
a nominal social aecurity tax. If we ac-
cept that proposition, there is even less 
bails for taxing the self-employed any 
differently than we tax the employee. 
The eelf-employed is the "forgotten 
man- in our payroll tax structure. 
This extra tax on the aelf-employed 
becomes particularly onerous as the tax 
gates increase. Under this bill, a aelf-
employed person whose earnings equal 
the tax base will over his productive 
years—age 21 to 65—have paid total so-
cial securtty-OASDI-iaxes of $19,712 
as compared with taxes of 113.467 paid on 
the same wage base by an employee. 
When compounded at IV4 percent in-
terest—the rate used by the Depart-
ment—the aelf-employed OASDI tax 
Comes to $45,032 compared with $30,679 
for the employee. Forty-five thousand 
dollars is a lot of money to a small farm-
er, a small shopkeeper, a member of the 
Clergy, a barber, and the many millions 
of aelf-employed In our service indus-
tries. 
This additional tax on the eelf-em-
ployed cannot be Justified either by the 
benefits they receive or by their ability 
to pay. Benefits are the same both for 
the aelf-employed and the employee. In 
the payroll tax. ability to pay Is com-
Wletely disregarded. The president of a 
large corporation pays only two-thirds 
the tax of the aelf-employed barber— 
and we can be certain that there are 
sore baiters, n a i l shopkeepers, filling 
elation operators, and the like, than 
there art affluent professional people 
among the self-employed 
Of the approximately 7 Billion tax-
payers who file returns as self-employed. 
Bore than one-half report adjusted gross 
Income of leas than $3,000 per year. This 
la the group which pays $0 percent more 
In soda) aecurity taxes than do the execu-
tives of our large corporations. They are 
the farmers, ministers, barbers, taxi own-
ers, filling station operators, amsll 
grocers, newsstand operators, and the 
like. Many have no employees at all, 
other than occasional family or part-
time help. 
A minister in my district wrote: 
Co far thlt year I bate paid or owe $587 in 
tasrs on my iS64 tncomt (which is allfhUy 
ottr S4.S00). This total figure for Uses in-
cludes S1S9 to local Uiet, S1S9 in Federal 
Income u s . and S2SS in aocial security tax. 
The Ogurt. of courts, dote not Include the 
Pennsylvania sales tax and the various bid-
den tasea. 
There are three children in our family (the youngest la S years of age and the oldest. 
12 years of age). I find It extremely difficult 
et the present time to aet aside one-eighth 
of my Income to cover these various taxes. 
If the social security tax Is Increased, the 
payment of the Increase will not only be 
extremely difficult, but it will become vir-
tually Impossible without depriving the fits 
members of the family of adequate food, 
clothing, snd dental and medical care. 
Doubtless many other clergymen and other 
persons classified as aelf-employed and 
themselves in this same predicament. 
Xn rejecting my proposal that we take 
action in this bill to remove the penalty 
on the self-employed. I wss told that it 
would cost too much. X am not im-
pressed with the answer. Actually, the 
initial cost to adjust this tax would 
amount to 0.05 percent of payroll at a 
$5,600 base. With the projected in-
creases in both the tax and mage base, 
which are provided in the bill. 2 am 
confident that the shifting of this extra 
burden—now paid by the self-em-
ployed—to all wsge earners and employ-
ers, including the same self-employed, 
would not have a significant impact on 
the social security trust fund. And this 
impact could well be spread over a pe-
riod of years, just as the committee bill 
apreads the cost of increased cash bene-
fits and the cost of the hospitalization 
program. 
The additional tax to finance the 
health insurance program provides the 
aame rate for the employer, the em-
ployee, and the self-employed alike. If 
the principle of this new ta\x is right, 
there is no justification for continuing 
to tax the aelf-employed at a much 
higher rate to finance cash benefits. 
X earnestly hope that the other body, 
on passage of the bill, will face up to this 
problem The self-employed need help; 
and all X ask is that they be given the 
aame consideration as everyone else. 
Mr. MILLS. Mr Chairman. X yield 10 
minutes to the fentleman from Missouri 
IMr. KAXSTIHI. 
Mr. KAKSTEN. Mr. Chairman, my 
oolleague from Missouri complains that 
the decision on the medical care bill was 
gaade outside of this House. The gentle-
man from Missouri and X do not often 
atree, but X am Inclined to agree with 
Mm to a certain extent in this instance. 
Under our system of government it Is 
the people themselves every election who 
determine the kind of government we 
ahall have and how much government we 
ahall have. By the largest majority in 
history the people last November elected 
a Tnmdml who aampalgnad on a pro* 
gram of medical care for the aged. And, 
the Committee on Ways and Means in 
reporting this bill is carrying out the 
wishes of a great majority of the Ameri-
can people. 
How, Mr. Chairman, insofar as hear* 
ings are concerned it has been my privi-
lege to serve on the Committee on Ways 
and Means for over 10 years. To my per* 
sonal knowledge medical care for the 
aged has been the subject of public hear* 
ings at almost every session during that 
period of time. Xn the current session 
there are two volumes of hearings con-
sisting of 198 pages of testimony. If 
there is one matter that has been thor-
oughly discussed by the Committee on 
Ways snd Means, it has been the subject 
of medical care for the aged. 
Mr. MILLS. Mr. Chairman, will the 
gentleman yield? 
Mr.KAKSTEN. I yield to the gentle-
man from Arkansas. 
Mr. MILLS. Is the gentleman from 
Missouri making it clear that those two 
volumes of hearings consisting of 188 
pages occurred at this session? 
Mr. KARSTEN. X made that state-
ment. Mr. Chairman, and we have had a 
similar record for almost every session of 
Congress since X have been a member of 
the committee. 
X am glsd that the moment is at hand 
when the House of Representatives will 
have an opportunity to vote on legisla-
tion to provide medical care for the aged. 
The struggle for a program of this kind 
began about 20 years ago. There have 
been outstanding advocates like the late 
John Ding ell, our former colleague. Amie 
For and, and more recently, our distin-
guished colleague, the gentleman from 
California, CECIL KJNC. On the other 
side of the question we have also had 
humane and considerate men but their 
views and their approach to this problem 
aet them far apart from the advocates. 
This resulted in a stalemste on legisla-
tion to provide medical care for the aged, 
with the votes on the Committee on 
Ways and Means pretty evenly divided 
between those for and those against. 
Stalemates have to await the arrival of 
a peacemaker. So it has been in this 
ease. The distinguished chairman of the 
Committee on Ways and Means, the 
gentleman from Arkansas, has been the 
peacemaker. He has brought together 
the divergent viewpoints of the present 
as well as the past, and the bill before 
us is a tribute to his ingenuity, skill, and 
dedication to a task which seemed al-
most insurmountable. 
Perhaps there are still imperfections in 
the legislation but X believe It U far bet-
ter than any aingle bill heretofore in-
troduced in the House. This measure If 
a consolidation of the best of all that has 
gone before. While the many provisions 
in Its 79$ pages are complex and techni-
cal, basically the leglslsUon establishes 
the principle of providing a way for our 
alder citisens to take care of their major 
health needs. 
The bill is divided into four principal 
parts. First, it provides a basic in* 
aurance program of hospital care based 
on HJR 1. the King-Anderson bill. This 
will be financed in a manner similar to 
the regular aocial security program, by 
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a tax on employee* and employer! This 
pros ram mill provide to days of hos-
pitalization and related nursing home 
eervice for all persons when they attain 
the ate of i5. 
The aecond part la voluntary and It 
covers doctor's fees In and out of the 
hospital. Aged persons who elect this 
coverage will pay a $3 monthly premium 
which can be deducted from their ao-
clal security cash benefit* and this will 
be matched by a similar contribution 
from the Government. Hospital and 
medical benefits under these programs 
Will be available beginning July 1.1966. 
The third major provision of the bill 
Includes a 7-percent increase In social 
aecuiity monthly cash benefits. Under 
this provision, no primary beneficiary 
will receive less than a $4-a-month In-
crease ao all of the aged may purchase 
the optional medical program with no 
loss of income. 
Finally, the bill makes many substan-
tial Improvements In the Kerr-Mills 
program and also includes more liberal 
financing of health care services to 
needy children, the blind, and the dis-
abled. It also strengthens and expands 
the maternal and child health and crip-
pled children's program*. 
As good as this bill Is there are still 
aome who oppose it. X have read the 
Republican minority report and to me 
the conclusions are not surprising. The 
minority report declares that the health 
care plan for the aged Is too costly. In-
adequate, Illusory and aome kind of a 
terrible threat 
The reason I am not surprised at the 
minority report Is that these are the 
aame charges the Republican Party has 
been making since the Inception of the 
original ea&h benefit aoclal security pro-
gram In 1935. It was my privilege to 
eerve as a House committee employee 
at that time and 2 well remember the 
dire predictions of the Republican 
spokesman on social aecurity both In 
and out of Congress. 
There was the late Allen T. Treadway, 
of Massachusetts, the then ranking mi-
nority member of the Committee on 
Ways and Means. Here Is what he had 
to aay on February *. 1935. on the gen-
eral subject of aoclal security; 
TIM greeteet elagle threat io loooteiy • • • 
many oualniaen • • • probably will at un-
able to eooUnut la opera u on. 
Then there was the late Harold Knut-
aon. who later became chairman of the 
Committee on Ways and Means Here 
Is the gloomy prediction he made In the 
well ol the Bouse on April 12.1915: 
Ta* pacMft of thla proposed legtalation 
will fwthev aad CennJwly 
Mr. Kmrtaon felt ao strongly against 
aodal security that in the minority report 
he amplified his Hews with this condem-
nation of the social security program: 
tbart art canals provisions ot this ail! ao 
aomiiiuui to ma that I amnnot support 
•t. • • • ffce saaaauri Is wholly taadt-
faete • • • Wha two payroll teats which 
to* atll taipoaae wlU greatly retard hulnaas 
9aaoiei| ty anting aaasy laduatrtea. aow 
apareUftf at a teas. Into bankruptcy. 
_ The late Republican minority member, 
Xfcaial A. Reed, ol Hew Tort, who like 
Mr. Knutson before hfm. also became 
chairman of the Committee on Ways and 
Means, desolbed aoclal aecurity thla 
way: 
Tbt laah of the dictator will ot felt And 
as mil HOD frtt American cStiscne will for 
the ti it Umi rubmll themteWta to a finger-
print ttat and have their fingerprint* flltd 
down her* with thoae el A) Capont and every 
Jailbird and racketeer in tbt country. 
Our former colleague, John Taber, of 
Hew York, made a stirring speech on the 
floor on April 19, 1935, and here are his 
kind words about the aoclal aecurity 
program: 
Hertr in the history of the world has any 
mtaaurt been brought in here ao lnslduoualy 
as to prevent buatneat recovery, to enalate 
work era, and to prevent any poaalblllty of 
employers providing work for the people. 
Republican opposition to the princi-
ple of compulsory social security mas not 
confined to the Congress. There were 
many otherwise responsible Republican 
leaders going about the country making 
speeches condemning the entire aoclal 
aecurity program. 
Here is a copy of the Hew York Times, 
for November 1,1936. and listen to what 
the Republican National Committee 
chairman. John D. M Hamilton, had to 
aay about social aecurity: 
RftMILTON PECDICTS TaOS FOt W o e t T l S R g -
ruaucAtt CHAQMAN Waaits THAT Krw 
DEAL WOULD HSCXMEJCT 27 MXLUO* 
V the ftooaevtlt adminiitratlon la returned 
to powtr • • • 27 million men and 
women • • • will he forced to report to 
a politically appointed clerk. • • • In Eu-
ropean countries, people carry police card* 
and are aubject to police eurvelllance. go 
far, American citlxena havt not been aub-ject to these indignities. 
If Chairman Hamilton was not speak-
ing for his party, perhaps the Republican 
candidate for President, Alfred Landon, 
was on September 27,1936. when he had 
this to aay. Here is a copy of the front 
page of the St. Louis Post-Dispatch for 
that date. Let me read the major head-
line: "Landon Calls Social Security Act 
Cruel Hoax on the Worker—Urges Re-
peal of Compulsory Old-Age Section of 
New Deal Program aa Unjust and Stu-
pidly Drafted." 
A few weeks later, he tame to 8t. Louis, 
and told us more of what he thought 
about aoclal aecurity. Here are the 
choice remarks he made In St. Louis 
which were reported In the Post-
Dispatch for November 1, 1936: 
Bow oould any administration keep track 
of thaee OS million of our fellow dtlaanat 
Imagine the east army of elerke that would 
be aeceeeary. Imagine the boost for bu-
reaucracy Imagine the Otld open for Fed-
eral anooplngt Are theae 96 million going 
to be angerprlnted • • • or art thty going 
Io hate taenuaeatioa tags put around their 
aechef • • • We must repeal the present 
las on pay aatelopea 
But let ns return to the praaent. The 
minority report Indicates our Republi-
can friends today are trying to make 
the aame mistakes as our late and former 
Republican colleagues of the 74th Con* 
trass The real basis of Republican op-
position today la the role of the Govern-
ment In collecting a compulsory tat and 
eerving aa trustee for the aged That la 
the aame principle the Republicans op* 
posed 30 years ago. X hope my friends 
on the left of the aisle will profit by the 
mistskes of their predecessors and I urge 
them to vote for the bill. 
Mr. BYRNES of Wisconsin. Mr. 
Chairman. I yield 10 minutes to the 
gentleman from Virginia (Mr. Bsor-
amx). 
Mr. BROTHILL of Virginia. Mr. 
Chairman, I want to repeat what has 
already been said in abundance on many 
occasions this afternoon, and will be said 
repeatedly before we conclude debate on 
this bill, and that la X. as well as most 
Members, support many of the provisions 
contained In this bill we have before us 
for consideration. In fact, X advocate 
the passage of many of these provisions 
as being not only desirable but necessary. 
X will go further and aay that I support 
all of the broad objectives of this legisla-
tion if those objectives are to liberalise 
and broaden the Social Security Act. 
We approved a similar bill last year with 
a number of these aame provisions in It 
X also support any effort to correct aome 
of the inequities that exist in the Social 
Security Act and that always exist In a 
law such as this that is so far reaching. 
X support the objectives of this bill If 
It means we are trying to provide ade-
quate—the best possible—health and 
medical treatment to all people over 05 
who cannot afford adequate medical 
treatment. X am for providing this 
medical help without any embarrass-
ment or humiliation to them; In other 
words, to eliminate all suffering, among 
all people, for that matter, and certainly 
for those over 65 which Is the ate group 
covered by this bill 
X support those objectives. AD of ns 
do. And we should support It. X think 
most of the people think that these are 
the objectives of this legislation. That 
Is the reason why It has such broad gup-
port among the American people. But 
X feel that this legislation we have before 
lis falls to meet those objectives. 
This brings up a very Interesting 
thing about our political system. It may 
be a good thing. That is. that all of us 
may aee a problem which exists. Some 
aee it a little earlier, aome a little later 
than others. Some see the problem from 
their own point of view. But all of us 
can agTee that a problem exists and 
that aomething should be done about It, 
that a solution Is desirable. In fact we 
can agree that a aolution Is necessary. 
But we can disagree and honestly dis-
agree as to what is the best methbd of 
aolution or the best plan of aolution. 
Yet, under our political aystem we 
Often ahout and charge that the fellow 
that does not agree with our awn 
method of aolution. or has another plan 
or method, la not sympathetic to the 
problem or la not aware that the prob-
lem exists. Of course, come of us are 
often too anxious to claim the political 
credit for coming up first with an answer 
to the problem rather than finding the 
beat anawer. 
X believe that la the situation that may 
cause aome of the difficulty In the con-
atderatlon of this bill. It has been amid 
and agreed to before by both the chair-
man of the committee and the ranking 
minority member that a Brobkm does 
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exist In this area and that the people 
ever 65 need help in arriving at a better 
aolution of this problem. We all afire, 
therefore, a problem exists In this area, 
but we do disagree as to the method of 
approach. X disarm and seriously dis-
agree with the approach for a solution 
contained in this bill, but X do not Ques-
tion the honesty and sincerity of any of 
the supporters of the bill. X commend 
the Committee on Ways and Means for 
the work they have done, the detailed 
and thorough manner in which all parts 
of the bill were considered. This thor-
ough procedure was discussed by the 
fenUeman from New York [Mr. stsocul 
earlier in the day. 
X was Impressed by the amount of 
time Uken by the committee in dis-
cussing every detail of the bill. X found 
It difficult to be at ail the committee 
hearings because they met so often. 
They met morning and afternoon, day 
after day. X will admit that many alter-
natives were discussed in the committee 
deliberations even though public hear-
ings were not held this year as some of 
us felt should have been. All alterna-
tives were considered, all amendments 
were considered but most of them, par-
ticularly those offered by the minority 
aide, were Toted down. My objection or 
criticism Is not against the Committee 
on Ways and Means or the way It con-
sidered the legislation but against the 
plan contained in the bill. 
X bope that my criticism will be con-
sidered as constructive criticism, because 
we are concerned, seriously concerned. 
that this bill does not contain the best 
aolution to this problem. We feel that 
it will not solve the problem as we would 
tike to have it solved. We feel it would 
Injure the medical services and condi-
tions we enjoy here today. There is no 
finer medical system anywhere in the 
world. 
Xt was aald earlier that the old-age. 
eurvfrors, and disability insurance pro-
visions in the bill are noncontroversial. 
There was a little give and take in the 
committees consideration of that part 
of the bill. Xt did not go so far as some 
of ns wanted It to go. Xt went a little 
further than others wanted it to go In 
ether parts of the program, such as 
bringing doctors under the program, and 
tips By and large however, It was a 
package all of us could support The pro-
visions of the bill which are amendments 
to the eld-age. survivors, and disability 
Assurance program, are listed on pages 2 
and I of the report. Therefore, a detailed jlsrustion of these provisions Is not 
really necessary. 
But X would like to discuss the treat-
soent of the Federal employees in this 
Mil or maybe the mistreatment of the 
Federal employees. We have for many 
years in the Congress, and X understand 
in the Committee on Ways and Means, 
been discussing the relationship between 
the social security system and the dvil 
eervice system. The question we have 
been asked repeatedly Is: Are PMeral 
employees being treated fairly by not 
being brought tinder the eodal security 
eystem? The question has been asked 
If they were brought under the eodal 
security system, would It Impair the cMl 
retirement system, and 
of the fear that It might Impair the dvil 
service retirement system. Federsl em-
ployees by and Urge have not pushed 
and insisted on being brought under It. 
Many of us feci they should be per-
mitted to come under It voluntarily and 
therefore have the same sddltlonsl bene-
fits as other employees in private indus-
try, and X have actually introduced 
legislation In order to have this matter 
formally brought up before the commit-
tee. But X will confess this Is a most 
complicated problem and needs a great 
deal of study. In fact, on psge 103 of 
the committee report. It makes refer-
ence to the fact that in 1960 when the 
Committee on Ways and Means was con-
sidering the social security amendments, 
they discussed the problems of the rela-
tionship between social security and civil 
service and directed the executive 
branch to make a study of this particu-
lar problem and report back to the com-
mittee. Interestingly enough, that re-
port came bsck to the committee just 
before we took final action and final con-
sideration of this bill—actually, too late 
to have the benefits of that study that 
took 5 long years. 
In the meantime we are told that the 
executive branch wants to make a com-
plete study of the civil service retirement 
system before any further action Is 
taken by the committee in this area and 
a report is due from them on December 
X, 1965. 
But the committee did recognise that 
there was a gap in the relationship be-
tween social security and civil service 
that did need immediate action. That 
was the group of Federal employees who 
have less than five years of service. 
Under the present civil service system, 
an employee does not have and is not 
entitled to dvil service benefits during 
the first 5 years nor does his survivor 
in the event of death become entitled to 
any survivorship benefit. Yet. during 
those 6 years he Is having withheld 
for retirement, whether he likes it or 
not. tVt percent from his pay. We feel, 
and the committee felt* that these people 
during the first five years should be 
brought under social security automati-
cally in the event they left, resigned or 
retired from the Federal service or died 
within the first 0 years. The funds 
are there. The funds can easily be 
shifted from the dvil service retirement 
eystem to the social security system and 
It would cost the Federal Oovernment no 
extra money* Bo we would then treat 
Federal employees equal with employees 
in private Industry. 
As X said, the committee did discuss 
this proposal and the committee favor-
ably considered It. Xt would be In the 
bill at this time except that there was a 
technical problem of drafting the lan-
guage of the amendment. We had been 
en the bill for many months and we were 
coming to the conclusion of our deliber-
ation. The technical language of the 
bill had to be drafted and the report had 
to be written. Xt was feared the addi-
tional time required to draft the tech-
nical aspects of this amendment might 
delay the bill being brought to the Boor. 
Bo for that reason this provision was 
not tnchtdsd to the MIL X regret this 
action and this decision was not dis-
cussed In detail In the report. But the 
minutes of our executive session, X am 
certain, will show that. X am bringing 
it up here now to make abundantly clear 
In the IUCORO the intention and the 
desire of the committee on this subject 
X therefore can assure the membership of 
the House thst the committee would be 
willing to take action on It in the very 
near future. 
If I have stated the situation incor-
rectly, X would be very happy for any 
member of the Committee on Wsys and 
Means to stand up and correct me at 
this time. But that is the impression X 
have and I want the record to show that 
was the action taken by the committee. 
In fact, this afternoon the gentleman 
from New York (Mr. KCOCK] and X In-
troduced a bill that would accomplish just the objective thst I have been dis-
cussing here for the past few minutes. 
We did include in the bill a similar 
provision to bring the substitute school-
teachers of the District of Columbia 
school system under social security. Up 
to this time they hsve been excluded. 
We have heard a great deal about the 
Federal employees who retired after 
1960 not being included in this legisla-
tion. On top of page 23 of the report, 
in the paragraph near the top of the 
page. Members will notice that the only 
people excluded from the basic medical 
benefits of this bill are aliens who have 
not resided in the United States for 10 
years, some subversives, and Federal em-
ployees who retired subsequent to July 1, 
1960. That is a grouping which X am 
sure the Federal employees will not Uke. 
We did, however, Include the Federal 
employees who retired prior to July 1. 
1960. That was not proposed In the 
original bill. That was included as a 
result of an amendment In the commit-
tee. 
Why did we bring those who retired 
prior to July 1, 1960. under the act? 
When we passed the Heslth Insurance 
Benefits Act of 1959. which became ef-
fective July 1, 1960, this was after years 
and years of study and deliberation. We 
included In that bill all active Federal 
employees as of that time and those who 
would retire in the future. We did not 
Include those who had retired in the 
past, because thst would have made the 
cost of the health insurance program 
excessive. 
We did come back with a separate 
action a year later, and in a separate 
bill we brought In those employees re-
tired prior to July 1. 1*60. Xt was a 
treat deal snore costly, because they 
were people of the average age of CJ 
or M Obviously the cost of insurance 
was going to be a great deal higher. 
The Federal Oovernment was not going 
to put any snore into the program, 
basically, than for active employees. In 
fact, the entire insurance program for 
this group of people is Inadequate. Xt 
provides only about $16 a day for hos-
pital benefits and a proportional amount 
for medical benefits. That type of pro-
tram, basic and major, cost the employee 
•29 for the family group plan and the 
Federal Government's contribution Is 
only 17. Therefore. It cost the former 
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employee, who retired prior to July 1, 
1960. approximately $23 a month for 
something that is not adequate. He 
needs help in meeting the cost of his 
present plan as well as supplemental 
benefit*. 
There were about 400,000 retired em-
ployees at that time who were not 
brought under the original act. and only 
135.000. or roughly 59 percent, of those 
actually chose to come under the sys-
tem whJch was provided for them. This 
proved a defect in the program provided 
and therefore we felt that certainly this 
group did deserve some further consid-
eration In this bill (H.R 6675). 
What were the reasons why the com-
mittee did not include the Federal em-
ployees who retired after July 1. 1960? 
I said a moment ago that we did enact 
a fairly good plan for the Federal em-
ployees in 1959. In fact we gave them a 
choice of 40 plans. The employee had 
an option of 40 plans—major medical 
or basic medical, a service-type plan or 
an indemnity-type plan. Ninety-five 
percent of the employees did take advan-
tage of that. and. as X understand it, 95 
percent of them actually kept the pro-
gram into the years of retirement. X also 
understand that the vast majority of 
them came under the high-option plan, 
which did give reasonably full coverage. 
In fact, there were 2.2 million employees 
who came under the system, with 4.5 mil-
lion dependents, making a total of 6.7 
million people under this voluntary 
health and hospitalization system, which 
made it really the biggest health insur-
ance gystem in the world. 
The committee felt, since the Federal 
employee had an adequate plan, which 
was true, that they ahould not be 
brought under this particular bill and 
this particular program. But what 
about the private Industry employees 
who had a aimilar health Insurance 
plan? If the voluntary plan for Federal 
employees, being a sound and reasonable 
one, Is a reason for exclusion from this 
bill, then do we not actually admit that 
we do not need to blanket the employees 
ID private Industry who have aimilar 
systems? This actually proves the point, 
1 feel, that many of us have been trying 
to make, namely, we ahould not have a 
payroll tax -or any tax gystem for those 
who do not actually need health Insur-
ance benefits. 
No one who has been retired prior to 
the enactment of this bill will have paid 
•ne quarter Into this basic health insur-
ance prorram being provided in this bill 
Whether he Is a former Federal employee 
ernot Yet the former Federal employee 
Is the only one excluded from the bill, 
and to that extent X think it Is unfair. 
Tet I have recognised, as have many 
Federal employees, that we do run a 
flak by insisting that we be brought 
Bnder the plan, because we might also 
tet trapped Into the aompukory payroll 
isduetlons which wig come later on. 
There la another Inequity which exists 
er which eould exist In this particular 
proposal affecting Federal employees, 
which X believe can easily be corrected. 
Everyone win get the eupplemental 
health insurance benefits under this bill 
Including Federal employees, whether 
they are under social security or not. 
Everyone can get this supplemental plan 
at a cost of $3 for each Individual, which 
will be matched dollar for dollar by the 
Federal Government, and that will come 
from the general revenues of the Treas-
ury and not the payroll tax. Xt will be 
matched by the Government as a Fed-
eral Government and not an employer. 
Xt will not be a prepaid insurance plan 
where people are paying into It prior to 
the years of retirement and will benefit 
all citizens alike. Here is how the sup-
plemental plan could be unfair to the 
Federal employees. 
X mentioned a moment ago that we 
have a reasonably good plan for the Fed-
eral employees now which they can take 
Into the years of retirement. Xt is not 
free, but It is Just a reasonable, good, 
aound employer-employee voluntary 
health Insurance plan. The Govern-
ment actually pays one-half of the mini-
mum basic medical cost for each em-
ployee, Individual or family. In other 
words, the Federal Government will pay 
$2.82 a month for an individual in the 
basic plan or $6.76 for a family plan. 
As X said a moment ago, also, most em-
ployees have a supplemental plan or a 
comprehensive plan which can run as 
high as $35.51 a month, but the average 
plan and the cost of the average plan 
for most Federal employees runs from 
$23.51 to $23.83 a month. That Is the 
family type comprehensive health in-
surance plan to which the Federal Gov-
ernment makes a contribution of $6.76 
or roughly 28 percent. As I say, he could 
carry that program into retirement. 
Now let us look at the Federal employ-
ee's neighbor who might have a aimilar 
plan during his years of employment. 
The CHAIRMAN. The time of the 
gentleman from Virginia has expired. 
Mr. BYRNES of Wisconsin. Mr. 
Chairman, X yield the gentleman $ addi-
tional minutes. 
Mr.BROYHILL of Virginia. Now. the 
non-Federal employee at the time of re-
tirement will, of course, come under the 
basic payroll tax plan that Is contained 
In this bill, and if he retires prior to the 
enactment of the bill, he will have it free 
of charge and also have the eupple-
mental plan X have been discussing at a 
cost of $3 per person. Be will probably 
have a private plan which he will be able 
to blend into the medicare plan and into 
the supplemental plan, but If the Federal 
employee takes the supplemental plan— 
and It is there for him and it is there for 
his neighbor as well as the Federal em-
ployee—he may find be will really be 
duplicating the payments for the came 
benefits he has under his voluntary plan. 
Or be would have a lot of complications 
In going back to the Insurance carrier 
and saying they ahould recast his health 
plan at the age of §6. which will un-
doubtedly run Into eome actuarial prob-
lems, because the cost of health Insur-
ance at the age of $6 Is a great deal 
greater than It Is prior to that. 
Bert la my plan or my suggestion of 
how we might prevent this inequity from 
occurring. X am also Introducing a bill 
to try to do this immediately. Xnfact.it 
It being prepared right 
That is to take the Federal employee 
when he reaches the age of 65, and have 
the Federal Government as the Federal 
Government and not as an employer 
make this $3 supplemental contribution 
Into the voluntary health plan that the 
Federal employee already has and which 
the Federal Government already has ap-
proved of; Just add that to the Govern-
ment's share. This would not cost the 
Federal Government 1 additional penny. 
Since the Federal employee has his own 
health Insurance plan, it would avoid 
the necessity of complicating, or chang-
ing his Insurance plan or of the Federal 
employee having two Insurance pro-
grams. 
We already recognise the Federal em-
ployee as being in a different category 
because he is the only Individual—H Is 
the only group of individuals—other than 
eome of these subversives and aliens, not 
Included in the bssic medical provisions 
of the act. 6o we are not being incon-
sistent to recognize that even further 
and provide a separate way, another way 
for him to get the game benefits under 
the supplemental program. Why ahould 
we not make the system a little more 
convenient to the Federal employee at 
no extra cost to the Federal Govern-
ment? 
X have a couple more comments about 
the social security provisions of this bill. 
X know that many Members will be asked 
the Question as X have already: why 
did we not increase the benefits by more 
than 7 percent? that the $4 minimum Is 
not sufficient, that we must help many 
people who need a great deal more money 
to live on. There has always been a 
great deal of criticism about the $1,200 
maximum that a person may earn from 
other sources without having his eocial 
security benefits reduced. We discussed 
that in the committee. In fact, the gen-
tleman from Massachusetts [Mr. Buaxxl 
offered an amendment to Increase that 
limitation to $1,600. 
These are good questions that will be 
asked of you by your constituents and 
the committee is mindful of the fact that 
these are not overliberal Increases of 
benefits. But there Is a problem of fi-
nancing the cost oi these benefits. Every 
Increase in benefits has got to be related 
to an increase in the payroll tax. Bo the 
committee had to weigh the problem of 
Increasing the payroll tax. the ability 
of the wage earner to pay the additional 
money, the additional hardship that this 
would impose on the wage earner tjnd the 
possible shock to the economy. 
As has been pointed out here eeveral 
times before, we have caused a sub-
stantial Increase In payroll taxes In this 
Mil for these limited benefits that we 
have provided. Including medical care 
benefits. Right now the total payroll tax 
under eocial security Is $346 a year on 
$4,600 of Inoome. That Is for the em-
ployers and employees. But under this 
bill that total payroll tax will go up to 
$739.20 per year on an Income of $6,600, 
Increasing the percentage of the payroll 
lax up to 11J percent of the payroll. 
Are we reaching the limit that we can 
afford to add to the cost of the payroll 
tax? Row can we be sure? Borne of us 
feel that we may already have reached 
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the danger point when thia rate does get 
to 11.2 prcent—and It li going to get 
that high—whether we Increase benefits 
later on or whether the cost of this medi-
cal care program goes up or not. 
I will agree that there la going to be 
gome Increase In the payroll taxes for 
the social aecurlty program whether wt 
pass the bill before us or not. Jt Is go* 
In* to go up in 1968 to 9444 per person In 
the total payroll. I think we can 
consider this as a tax Increase bill be-
cause It does Increase taxes as well as 
provide benefits. 
It Is not an Insignificant tax Increaae 
bill, either. In fact the cost of the pres-
ent aocial aecurlty program Is not ln-
eirnlficant. It Is not Insignificant even 
though the rate aeems rather small. |% 
percent of the payroll of each employee 
and employer. But this year of 1965 
that system will bring In 117.2 billion 
In taxes and under the bill, starting next 
year. 1966. with these Increases In this 
bill It mill bring In a total of $21.9 billion. 
In other words, a tax Increase of $4.7 
billion and by 1972—this U only 7 years 
from now—without any action taken on 
the part of our committee, the total tax 
take under this bill will be 933.2 billion 
a year or $14 billion a year more than 
la being taken In right now. 
The medical costs, of course, or the 
cost of the medicare program are In-
cluded in these figures I have given you. 
We are adding $16 billion to the payroll 
tax next year for medicare, and by 1990. 
without any Increase In costs, we will 
have a total intake each year of $9 bil-
lion for the cost of medicare. 
Mr. Chairman. I submit—and this 
has been mentioned before by a couple of 
the previous speaker*—that this cost of 
medicare, this $16 billion next year and 
which goes up to $9 billion a year In 
1990. will prevent further liberalization 
of these old-age, survivors, and disabili-
ty benefits now and Is going to prevent 
more liberal Increases In the future. 
Mr. Chairman, this Is one of the major 
Objections that we have to this plan of 
providing the cost through payroll taxes 
for this medicare program. It will place 
a ceiling on the cash benefits or addi-
tional caah benefit! that the recipient* 
of old-age and survivors Insurance will 
receive In the future. 
Mr. MXLLB. Mr. Chairman. X yield 
10 minutes to the gentleman from Ore-
ton (Mr. UiiMAJO. 
Mr. ULLMAN. Mr. Chairman, J want 
to take this occasion to commend the 
chairman of our committee, the gentle-
man from Arkanaas I Mr. M a u l , for the 
dedicated work that he has performed 
with reference to this Issue for the past 
aaany years, and for the masterful man* 
fter In which he has handled the com-
mittee during the writing of this moat 
toportant piece of legislation. 
1 also would like to pay my respect* to 
the gentleman who was In Congress be-
fore my time, the late Honorable John 
Ding ell, who was the father of the gen-
tleman who now occupies the chair, and 
who was one of the pioneers tn this field 
and who long ago aaw the need for thia 
kind of legislation. 
Mr. Chairman, I also want to pay my 
to another gentleman, Aimg 
Forand, who Is not In this House now 
but who mas dedicated to the purposes 
of this bill for many years and who led 
the fight In this House for It. Also. I 
want to commend the gentleman from 
California (Mr. KIHC) who spoke earlier 
this afternoon for his dedicated efforts 
In behalf of this legislation. 
. Mr. Chairman, the program that we 
bring to you today is a uniquely Ameri-
can approach to this complicated and 
difficult problem of providing adequate 
medical care for our older citizens. It 
Is America's answer to that problem. 
There la no prototype anywhere In the 
world to the kind of program we bring 
you here. 
Mr. Chairman, this program Is the as-
surance that we will not have socialised 
medicine In America, because we have 
over the years studied this problem and 
analyzed it and we have had hearing 
after hearing before our committee. X 
know of no comparable piece of legisla-
tion since I have been in Congrths that 
has been studied more and that has re-
ceived wider consideration by any com-
mittee than the legislation that we bring 
you here today. 
The package that we have put together 
makes sense. It makes aense from the 
point of view of the administration; It 
makes sense from the point of view of 
financing; it makes aense to the older 
citizens of America, and to every citizen 
of America from the point of view of 
a benefit which fills a need, a demon-
gtrated need in our society. 
Let us look at a few specifics. X can 
understand some confusion about this 
legislation because of the expensive 
campaign of opposition to It that has 
been conducted, not Just In recent 
months, but over the course of many 
years. Much of this campaign has been 
dedicated to stirring up confusion In the 
minds of American citizens. 
First, why do we tingle out the bos-
pi Ul benefit portion of the bill to be fi-
nanced under the aocial aecurlty pro-
gram? Was this just a willy-nilly deci-
sion, or does it have some real substan-
tive basis? 
X want to tell you It doea have a real 
basis, and It does make aense. 
What we have done la eeparate the In-
atituUonal benefits In this bill from the 
physician aervice-type benefits. There 
Is a real distinction between these bene-
fits, and that distinction merits different 
consideration. We have aaid here that 
the Institutional services that are ao Im-
portant In health care basically hospi-
tal care outpatient diagnostic cervices, 
posthospltal akllied nursing home care, 
and home health care—are admirably 
adapted to the aocial aecurlty type of fi-
nancing, the payroll type of financing 
that we have provided In this hill. 
At the game time we have eery rigidly 
kept out of the "basic" package, which Is 
supported by the payroll tax, any bene-
fits with respect to physicians' services 
because it la not easy to fit the latter Into 
reasonable or precise actuarial estimates. 
We have, however. In this legislation, 
built a voluntary supplemental package 
providing for payments for physicians* 
aenrlces. This makes cause. And X 
want to pay tribute to the gentleman 
from Wisconsin mho originslly proposed 
the legislation that took this approach 
to the problem. Most of us on the com-
mittee, and people generally, recognised 
that the need of our older citizens will 
not be met until you take Into consid-
eration physicians' services as well as In-
stitutional care. 
What are the weaknesses of the so-
called Byrnes package which mill be pre-
aented to this committee in the form of 
a motion to recommit? It has very basic 
meaknesses. One of the weaknesses la 
this matter of a needs test. The gen-
tleman aaid there was no "needs" test, 
but there actually Is. May X aay thia 
problem of a needs test has been the 
greatest stumbling block In this whole 
area of legislation. 
It was the problem which was almost 
Insurmountable In the Kerr-Mills ap-
proach to the problem, where every State 
Imposed a different kind of "means" test, 
ao that you wound up with totally un-
even and inadequate care for our older 
citizens. But the Byrnes' package pro-
vides that your individual amount of con-
tribution depends on your status In the 
aocial security system. 
X say this is inadequate and a totally 
unjustifiable form of a "means" test, be-
cause who is to ssy that because some-
one is receiving s minimum social secu-
rity benefit he has any greater need than 
anyone else? What about the doctor who 
has enough wage earnings in his lifetime 
to establish a minimum aocial aecurlty 
contribution? Be Is going to get the 
maximum amount of benefit under the 
program at the minimum contribution. 
This is only one of the weaknesses In 
the substitute proposal you have before 
you. A second weakness in this proposal 
Is that the total governmental cost Is 
borne by the general Treasury. 
Xf you are going to hold down the pro-
tram, hold down this cost, a far better 
way of doing it Is to establish an actu-
arially sound social insurance system. 
That is what we do in the committee bill 
by establishing a fund, a separate fund. 
an Isolated fund, and getting actuarial 
egtimates that are accurate. You can-
not afford to do otherwise. Since the 
aocial security system has been estab-
lished, these actuarial estimstes have 
been good and the estimates we have In 
this bill are also based on conservative 
assumptions. The best way to hold 
down a program Is to tailor it to finance 
a particular benefit package, knowing all 
the time th*t when you put In* a benefit 
you have to match it with the increased 
payroll deduction. 
Mr. Chairman, on the other hand, 
when you take a program such as you 
find In the substitute proposal and fi-
nance It from the general Treasury, you 
have no such assurance that the cost 
will be limited In any manner, ahape. or 
form. All of us know from our legisla-
tive experience that the best way to build 
a program Is to put It on an open-ended 
basis, financed by the general Treasury. 
Then each time you get pressure for In-
creased benefits, that pressure Is going to 
build up on the Congress to provide those 
benefit* Irrespective of the costs. 
The Byrnes* package will put a burden 
m the Treasury of the United mates, ac-
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cording to the best aetuerisl estimates, 
of $2 J billion In the inltiil year. ThU 
$2.S billion Increase in general revenues 
Is being recommended by the very people 
who year after year have come before 
this body and have artued against In-
creasing the celling on the public debt. 
The committee bill we have before you 
Is more conservative, more soundly fl-
s*nced by far. than the substitute pro-
posal that Is bring presented. 
Then X want to aay that there Is a 
third basic weakness In this substitute 
moUon that Is going to come before you. 
The amount of the Individual contribu-
tion that the genUeman from Wisconsin 
would impose on our older clUiens would 
have the effect of Increasing the incen-
tive for them to drop out of the pro-
gram and cause them to fall back on the 
welfare rolls for their benefits in their 
later years. We want to accomplish ex-
actly the opposite. We want to decrease 
their dependency on welfare payments, 
but by putting all of our older cltitens 
under a bsslc hospital benefits program 
and financing it sensibly under a pay-
roll tax. And then putting it alongside 
the supplementary program for physi-
cians* services, financed part out of the 
Treasury and partly by the Individual. 
we are encouraging the maximum par-
ticipation of our older citizens. With 
these coordinated programs we would 
lely to a minimum on our welfare pro-
gram to carry our older citizens through 
their later years. 
Again the "needs" test has been the 
stumbling block. In the committee 
package that we bring before you In 
the first two layers, we have no "needs" 
lest whatsoever. It Is the great strength 
of this program—you can waste all kinds 
of funds and all kinds of administrative 
effort In trying to administer a "needs" 
lest. We do not have that test In the 
basic or supplementary program. In the 
case of the voluntary program, what we 
have said Is this—we are going to re-
establish for our older dtisens the I-
percent floor on medical deductions. We 
are putting all the taxpayers In this 
regard on the aame basis. We are elim-
inating a complication In our Internal 
revenue structure and we are also elim-
inating a needs test, thus providing for 
a maximum of efficient operation of this 
total overall program. 
How there has been some tali about 
the long-range cost of the aociaJ security 
gystem. X am not going to go Into It at 
any great length because it Is a compli-
cated picture. But X want to tell you 
this, as the chairman has told you. that 
the aocial security system Is sound and 
that the tables that you have In your re-
port have been prepaied by the best actu-
ary In the business. X urge all of you to 
lake the time to look at the study by 
Robert Myers, the Social Security Ad-
ministration actuary, who presented to 
ws a complete set of actuarial tables that 
art available to you. X hope you will take 
the time to examine them becauae he Is. 
in my opinion, the finest actuary In the 
whole Insurance field. Time after time 
titer time, we had him before cur com-
mittee with the best actuaries in the 
private Insurance field, and X have never 
seen an instance where he has not come 
out on top. 
What we have done In the Ions range 
estimates Is to have gone up to a point 
In time—1971—and established a wage 
base celling of $6,600 and have assumed 
that wage base will not so up any further. 
When you look ahead and make actu-
arial estimates of what the fund Is soing 
to be In the future, you have several 
variables to work with. One la a wage 
base, the maximum amount of taxable 
earnings, which Is $4,800 today. In this 
bill it u ill be $5,600 next year and then we 
Increase It to $6,600 after 1970. Then we 
assume that It remains at that figure. 
Well. If you keep that a fixed figure, then 
you are going to a tax rate for the hospi-
tal program which appears In the com-
mittee bill. But the sound way to finance 
a aocial Insurance program In the long 
run Is to keep that wage base Increasing 
with the w age level over the years. X pre-
dict the Congress will do that and by 
doing that you will exactly be able to re-
duce the hospital tax rate that appears 
In the bill. So do not let them make a 
bugaboo about this 10 percent limit or 11 
percent limit or any limit because it Is 
going to be up to the Congrtis In the 
future as to how to keep this system bal-
anced. In my opinion the fair way of 
doing It is to spread the cost throughout 
the wage earners of this country on an 
equitable basis by keeping the same ratio 
between the mage level and the wage base 
that we have established In this bill now 
before us. X think the Congress will do 
It In the future and by doing It, we will 
hold down the tax rate that you aee In 
the tax schedules in the report. 
X want to sneak for just a second about 
the self-employed and the separate fund. 
A lot has been aaid about the fact that 
this is not a separate fund. Xt Is a sep-
arate fund and X want to point out one 
very distinct difference In this separate 
fund that Involves the self-employed. 
We are treating the sell-employed 
exsctly the aame way as we are treating 
the employee under the hospital Insur-
ance program. In other words, the 
amount of the contribution by the self-
employed will be exactly the same as that 
by the employee. All Members know 
that under the aocial security system, the 
contribution paid by the self-employed 
Is 150 percent of that paid by the em-
ployee. So this Is a very Important dis-
tinction In the way that these funds will 
operate, and X believe It Is an Important 
principle. 
One of the reasons why we established 
this principle of separation Is because 
of the basic differences between this pro-
gram and the social security cash benefit 
program as a whole. 
We have beard a lot of nit picking on 
the part of the opposition. X wish to 
conclude by saying that this Is a sound 
program. This program has been 
studied by the committee for many 
pears. Last year we spent month after 
month after month on it. Ws have held 
public hearing after public hearing. 
There have been Independent studies by 
Presidential committees for yean. There 
Is no proposed legislation that has been 
studied mors than this see. 
The formula which we have arrived 
at Is uniquely sound. Xt Is uniquely 
American. Xt Is a milestone In lesisla-
tion In this area. All of us will find, as 
the yesrs so by. this Is soing to be con-
sidered Isndmsrk legislation, as much 
so as the legislation originally passed 
when we established the social security 
system. 
X urge all Members to vote against the 
motion to recommit because it Is not a 
sound proposal, and to vote for the com-
mittee bill, which Is sound, which Is crea-
tive, and which Is uniquely American. 
Mr. MILL8. Mr. Chairman, will the 
gentlemen yield? 
Mr. ULLMAN. X yield to the gentle-
man. 
Mr. MILLS. The gentleman men-
tioned some of the points he believes are 
weaknesses In the suggested substitute. 
X wonder whether the gentleman feels 
that the development of any plan for 
the benefit of our older people must take 
Into consideration the feasibility of com-
pliance and the economic situation of 
these people In connection with it. 
What I am thinking about is this: does 
the genUeman find any weakness In the 
proposed motion to recommit. In that 
there Is no contribution to be made either 
on a voluntary basis or otherwise by an 
Individual until that person Is living In 
retirement or on retirement Income? Xs 
It not more fair to these people to spread 
the cost of their hospital benefits, as we 
propose to do In the committee bill, over 
the time when they sre working and be-
fore the time when they are In retire-
ment? 
Mr. ULLMAK. This certainly should 
be one of the points of weakness, because 
It is a basic weakness. What the genUe-
man suggests, snd whst we do in the bill. 
Is much more fair, much more equitable, 
and will provide a much stronger pro-
gram for our older citizens than trying 
to finance It all after the citisen gets to 
be €5. 
X am sure, however, that If we wished 
to extend this business of finding weak-
nesses in the moUon to recommit of the 
genUeman from Wisconsin, we could 
carry this on for a long time. X believe 
we have pointed out the basic weaknesses 
which exist in the moUon to recommit. 
Mr. JOELSON. Mr. Chairman. X ask 
unanimous consent to extend my remarks 
at this point in the Hxcoao. 
The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Mew Jersey? 
There was no objection. 
Mr. JOELSON. Mr. Chairman. It Is 
with a sense of being a participant In a 
great event In the social and economic 
history of the United States that X rise 
In support of BH. §676. 
Xt Is a humane measure whereby Amer-
icana will be able to show our concern 
for our senior cltiaens and our respect 
for Individual dignity. Par from being a 
socialistic measure as Its opponents 
eharse. It will in the beat American tradi-
tion provide the machinery to allow mil-
lions of Americans to help themselves. 
Xt has been said that a civilisation la 
to be Judged by the way It treats Its 
elderly dtisens. Op until now, we have 
failed this test but X am thankful that 
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at long last we are facing up to our re- there Is some slight surplus that exists as the area. In Congress we have acted 
eponstbillty. Ho society can be truly far as the Income to the fund Is con- with new programs such as Kerr-Mills, 
great which coldly turns Its back on the eerned. but that certainly the chairman As a result, the protection of persons over 
plight of Its aging members. would not contend is a funding. 65 against the financial drain of sickness 
Not only is HR. 6675 a humane meas* Mr. MILLS Oh.BO. has expanded fantastically. If no more 
tare. It Is also a practical one. Xt will Mr. BYRNES of Wisconsin. That re- legislation were ever passed in this field 
furnish a workable plan whereby the serve, as I understand It, Is to take care this age group Is in a much-improved 
bills of our senior citizens for hospital of any contingencies which might occur position mslnly because of these two 
and medical care can be met with self* as a result of a miscalculation of what men, and I think a word of commenda-
Itspect the benefits will be or what the revenue tlon Is due them regardless of our pod-
We must not overlook the fact that this return will be from the payroll tax. Uons on this bill, 
measure also attends to the much-needed Am I correct? * I also want to pay my compliments to 
Increase In social security benefits other Mr. MILLS. Mr. Chairman, will the my colleague from Ohio (Mr. Bow]. A 
than hospital and mcdicsl care. In view gentleman yield? long time ago he aaw the need of explor-
of the cost of living, those people In re- Mr. BYRNES of Wisconsin. Yes. X ing the possibility of medical care with a 
tirement have experienced great difficulty yield to the chairman. different method of financing. He de-
In making ends meet and the bill we are Mr. MILLS. X will certainly admit, serves much credit for keeping alive the 
considering will be helpful In this re- Just as I would admit about the OASDI Idea of finding an alternative to the pay-
apect. trust fundi that they will not—and they roll tax approach, an effort which has 
Mr. Chairman, X will have a deep sense have not—operate on a funding basis; finally resulted in the Byrnes bill. 
of gratification all my life to have been a but they do operate on a prepayment In a measure consisting of 300 pages. 
Member of the I9lh Congress which Is basis. There Is a difference between pre- naturally there are parts which are ac-
apparently about to write into law one of payment and funding. oeptable and some that are objectionable, 
the great social measures of our century. The CHAIRMAN. The time of the Xt is for that reason that I object to eo-
Mr. BYRNES of Wisconsin. Mr. gentleman from Wisconsin has again called omnibus bills. This is true not 
Chairman, X yield myself 3 minutes. aspired. only with H.R. 6675, but the same com-
X simply cannot refrain from getting Mr. BYRNES of Wisconsin. X yield plaint can be directed to foreign aid bills. 
Into this colloquy on the matter of myself 1 additional minute. agriculture bills, and tax bills, to men-
whether there Is a prepayment by the Mr. MILLS. If the gentleman will tlon only a few. With only one single 
current workers, so that they really will yield further, If we operated the system vote, the Member must accept proposals 
have paid for the benefits they will re- on a funding basis, as my friend from with which he disagrees in order to ex-
oeive upon retirement. That Is the 1m- Wisconsin knows, we would have to press his approval of provisions in which 
plication of the statement of the chair- maintain several hundred billions of dol- he Is In agreement. Conversely, if he 
man of the committee and of the gentle- lars in the funds. votes no to voice his objection to certain 
man from Oregon. Mr. BYRNES of Wisconsin. X must portions of the bill, he is forced to re-
Mr. MILLS. No, X disagree with the confess. Mr. Chairman, that X get con- ject those provisions which he favors. 
gentleman aiderably confused at aome of the mental This situation Is especially true in this 
Mr. BYRNES of Wisconsin. Xs It not gymnastics going on where now we can measure. 
better to have people start paying during rationalize that the hospitalization pro- Probably the most outstanding ex-
their lifetime, rather than when they get gram is not under social security and ample in this bill of a provision which 
to retirement? it is separate from the OASDI Insurance has always had my support is the pro-
Mr. MILLS. Mr. Chairman, will the system and now we have the mental posed increase in social security benefits 
gentleman yield at that point? gymnastics that you prepaid for aome- to bring them in line with the cost of 
Mr. BYRNES of Wisconsin. Xf the thing even thought whst you are doing living. Last year X voted for such in-
gentleman will correct this picture, X will Is simply paying a tax which Is used creases In a bill which unfortunately 
appreciate It very much. In order to pay a benefit to someone else, never became law. Benefits were there-
Mr. MILLS. X would not want the That Is the way the system works. To by delayed for at least a year to persons 
gentleman to think X was referring to me, if I pay such a tax, J am not prepay- who were justly entitled to them. X 
those in retirement. The gentleman re- ing for any benefit that X am going to get would support a bill now which dealt only 
members the committee majority part of tn the future, but X am simply hoping, with this subject. As a matter of fact, 
the report clearly says that with respect because X paid a tax during my lifetime X will support It now In the motion to re-
to those people presently retired who for the benefit of today's retired, that commit which will be offered together 
would receive thu benefit there Is no tomorrow when X am retired those peo- with the Byrnes bill as a substitute for 
prepayment. pie who are then working and their cm- the compulsory payroll tax approach In 
Mr. BYRNES of Wisconsin. X am glad ployers will pay for the cost of my bene- part A. 
at least that we admit somebody will get fits. But X am not able to rationalize Many objections have been raised to 
the benefit tomorrow without having as to how that becomes a prepayment, this part of the bill which is the hospital 
prepaid anything. Mr. Chairman. X yield 10 minutes to benefits provision. Among them Is that 
Mr. MZLUB. X am sure the gentleman the gentleman from Ohio (Mr. Brrral. it Is eompulsory, and therefore incom-
remembers that In the report. We very Mr. BETTS. Mr. Chairman, through- patible with the traditional free enter-
honestly admitted that for them there cut this debate speakers on both sides prise concept of the American economy. 
Is not prepayment as such. have ably presented arguments for and Anothe Is that it benefits the r\fb as well 
Mr. BYRNES of Wisconsin. At Mast against the bill now before us. While X as the poor—a feature which burdens 
In that area you have no alternative. want to voice briefly aome of my own Its administration and removes it from 
. Mr.MXLLS. That la right. thoughts on the Issue. X would first like the classification of a welfare measure. 
* Mr. BYRNES of Wisconsin. Because to pay tribute to two friends of mine. Americans have always taken care of the 
you could not by any stretch of the im- These two men. Amy Forand and Csca needy but a Oovemment program to 
agination suggest that anybody who was Ento. with whom X have served on the care for millionaires Is Illogical to say 
getting a benefit for which they would Ways and Means Committee, have made the least. Also Impressive Is the argu-
make no additional payments of any a great contribution to the welfare of ment that the payroll tax method Is 
kind had made a prepayment. However, persons over W. Although X disagree retrogressive and that It creates situs* 
my point here Is this: If you will look at with the program they have advanced, tlons where persons receive help who 
pour table—and you have the table they have alerted the country to the need have not contributed to the program and 
thert—ehowing the revenues that will be for health oare for the aged. Ass result where many contribute who will not be 
produced by the payroll tax that Is of their persistence, there has been ac- benefited. 
assessed In each year, and then you ahow tlon tn many areas. Insurance com- In the Washington Pogt of February II, 
the total you anticipate will be paid out panics have brought forth new plans. 1065. Columnist John Chamberlain com* 
for those hospital benefits tn that pear, States have legislated to permit Bute mented on this as follows: 
fou Will find throughout that they are W programs. Medical associations and Tbt priodpit of ragrta«jva taxation thai la 
pretty much In balance. X will agree that hospitals have concentrated attention tn embodied tn toe admiaiewation't current 
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mf4tears proposal It aa affront to every young 
couple in tht lower middle income bracket*. 
Wrby. la terms of their Incomee, should they 
t t called upou to pay a wildly eUaproportloa* 
ate share of tht cost of Using oart of tht 
aid? Do wt t u n tht Ortst Society by grab* 
tinf tht tame amount of medical lnrurano* 
saoney from the SS.SOO-s-year kid* that wt 
tike from people named Harrlman. Kennedy. 
ar noekelellti? Why not bt decent about tt 
and pay tor setwicare out of tht general las 
s? 
But the one objection which has 
teemed overriding ts the increasing bur-
tea on the payroll tax. In 1987 this will 
rise to 11.3 percent cm a base of $6,600. 
The Republican members of the Ways 
and Means Committee have stressed 
their concern about this in their separate 
tlews in the committee report We aay 
there: 
Wt btUeet that tht reltanee en a payroll 
tax to ftnanoa a bo*plt*Jls*tlon program jeopardise* tht oath benefit program under 
tht social security system by Imposing upon 
Shit aytteot a liability to finance undeur-
Salned future atreict benefits. The magni-
tude of that liability ahould osuae concern to 
anyone dedicated to tht praaerrmUon of aocial 
security oath benefit*. 
a payroll tas Is out of tht most unfair and 
ttfrtaalet tasta In our entire Sax syitcm. 
It sppllts So tht first dollar of earalnge. 
There art so exemptions, no deduction, no 
exclusions and so tax credit* Ho considers* 
Won la giten to tht taxpayer* sbUlty to psy. 
Jh9 president of a large corporation pays 
the same tax as his worker. The justifies* 
Won for thla type of tax ran* upon the basic 
prexnlae of tht social security tyiUxn that 
tht btntfiu. for which the tax to Iteied. art 
wag* related The financing of a hospital 
etrrtce benefit by a payroll tax represents a 
basic itparturt from that principle. 
2 simply state that I concur in these 
objections They are reasons for oppos-
ing this bill And. to further substan-
tiate this position, X would point out 
thai on at least two occasion*, in 1962 
and 1964. after weeks of exhaustive and 
painstaking consideration, the Ways and 
Means Committee rejected the ooncept 
of health and hospital care through pay-
roll financing. These objections ahould 
not be obscured by the fact that politi-
cally attractive amendments now have 
been added and that the blU is labeled 
"Social Security Amendment* of 1965." 
The plain fact is that the hospital tn-
eorance program in this bill, at an 
estimated initial oost of $2 6 billion 
annually. Is basically the game proposal 
which the Ways and Means Committee 
has repeatedly rejected and it Is my pur-
pose to maintain the aame position 
which the great committee of which I 
am a member has consistently aiain* 
tallied until now. 
.Aside from the sneriu or objections to 
the bill, snany think of its passage in 
political overtone* Tor example, the 
Johnson election has been Interpreted as 
S naandate" to peas the health end 
^capital programs. X think this was 
wtsctlvely answered by an editorial in 
the Toledo. Ohio. Times of November 
It. 1H4, which said in pan: 
t t would be a peat aawtake tf PtesHtat 
efcsuaeoa setarprete sue lanrlaimt victory as. 
•a pan. a saa»4ats to resuiract the by 
far Ms lopsided start loo, wot 
abls to Setsnalae 
Of ths 
for that matter, was acarctly mentioned by 
either candidate. One would think that 
medicare as a political Isaut or a social 
panacea had been effectively CUpoaed of by 
the three congreaelona) station* In a row 
which refused to enact it. 
As a matter of fact, the mail coming 
to my office on this subject is overwhelm-
ingly against medicare—the name by 
which the payroll tax plan is known to 
the public. It Is Interesting to note that 
much of the mall is from older folks, the 
very people whom proponents of the bill 
seek to help. Most of the mail is from 
individuals, but groups are also repre-
sented. For example, the Eighth District 
of Ohio Is predominantly rural and one 
of the most Important farm organiza-
tions. The Farm Bureau, has always been 
against this type of financing health 
insurance. 
In my opinion, if Congress had been 
left alone to work its way in the normal 
course of events, this bill would never be 
here toc*ay. But obviously the pressure 
of the administration and the political 
refinement of the Ways and Means 
Committee have brought this about 
Until now this committee has been a 
bulwark which millions of people have 
relied on to stem the tide against oppres-
sive increases of payroll taxes. Now that 
Is over, and most of my constituents are 
fearful of the future. They understand. 
more than many politicians realize, that 
along with talk of reducing income taxes, 
the bite grows bigger and bigger out of 
payrolls. 
What will be the amendments to this 
bill in 3 years—or 6 years after It 
becomes law? Anyone who has followed 
Federal legislation knows the answer. 
There will be amendments expanding the 
law. And how will It be expanded? 
There is only one way I see. and that is 
by extending the payroll tax provisions 
to include both hospital and medical 
care, and thus the whole program com-
pulsory. That was the original inten-
tion, and eommonsense would conclude 
it is the tnd purpose. 
Mr. OROS5. Mr. Chairman, will the 
gentleman yield? 
Mr.BFITS. Tea. I yield to the gen-
tleman from Iowa. 
Mr. OROSS. Would the gentleman 
Bke an audience to hear him. instead of 
the few Members who are now present? 
Mr. BETTB. I am practically com-
pleted. I would like to have Just 1 fur* 
ther minute and I shall be finished. X 
do not wish to take advantage of some 
of the other Members who have not had 
audiences 
Mr. CURTIS. Mr. Chairman* will the 
gentleman yield? 
Mr.BETXB. I yield to the gentleman 
from Missouri. 
Mr. CURTIS. X would tike to advise 
the gentleman from Iowa that the audi-
ence we have here la the usual atten-
dance throughout the day. X tried to 
point out during debate that tt is obvious 
this is a farce. Hie decision has been 
made and whatever the chairman of the 
committee might aay and the gentleman 
from Ohio who it snaking a very fine 
statement might have to aay. or any of 
tie, will snake Utile difference. 
This la sot a iellborasJve body on this 
important 
Mr. OROSS. Mr. Chairman, will the 
gentleman yield? 
Mr. BETTS. I yield to the gentleman 
from Iowa. 
Mr. OROSS. Does the gentleman have 
any estimate of how many there are on 
the House floor at this time? 
Mr. BETTS. X would not care to make 
an estimate. X am not a good counter. 
I think the gentleman, who has been 
here a long time. Is much better at that. 
Ur, OROSS. Would the gentleman 
aay 40 or 60. perhaps? 
Mr. BETTS. I think so. 
Mr. OROSS. Will the gentleman yield 
to me for a question or two when he 
completes his statement? 
Mr. BETTS. Yea. 
Mr. Chairman. I want to conclude my 
remarks by saying that I have great 
concern, and I call attention to the plight 
of the small businessman. I have never 
been at a hearing of this committee or 
any other committee, or even on the floor 
of the House, but what It aeems the 
plight of the small businessman is men-
tioned. 
As a matter of equal concern, I want 
to call attention to the plight of the 
small businessman. How can he con-
tinue to meet the employer's share of in-
creasing social security taxes? It Is a 
situation which is spelling doom to many 
of these great figures in our economy. 
They have been fighters In the front-
lines for our free enterprise system and 
I. for one, do not want to be a party 
to their economic extinction. 
These, then, are some of the reasons 
why I cannot support this bill. Each 
Member, of course, must himself weigh 
the good against the bad in It I only 
hope that before he casts his Tote, he 
will give serious thought to the possible 
consequences of this kgislstion—the 
damage It could do to our aocial security 
system, our national economy, and to 
that basic right of every American—in-
dividual freedom. 
Mr. OROSS. Mr. Chairman, will the 
gentleman yield? 
Mr. BETTS. X yield to the gentleman 
from Iowa. 
Mr. OROSS. Can the gentleman give 
us any Idea of what this bill will cost? 
Mr. BETTS. The report of the com-
snittee fixes It at about $6 billion. 
Mr. OROSS. Six billion dollars? 
Mr. BETTS. That includes all four 
parts of the bill that the chairman men-
tioned this morning. 
Mr. OROSS. X thought it was I5J 
billion, but the gentleman aays It* is |6 
billion? 
Mr. BETTB. X am quoting the com-
Bxltteea* report. 
Mr. MILLS. That If approximately 
correct for the first full year, that is 
ft 2 billion out of trust funds. $1.4 billion 
from general funds, and about 1500 to |6O0 million in contributions from indi-
viduals for the voluntary supplemental 
insurance. 
Mr.lCTTB. That Includes the aodal 
sweurity amendments? 
Mr. MILLS. Tas. everything. 
Mr. BETTS. Xh addition to hospital 
and medical care. 
Mi. MILLS. And cash benefit*. 
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Mr. BETTB. And eaah benefits; also 
the Increase*. 
Mr. OROSS. It all this coming from 
taxes? 
Mr. BETTB. About $M billion or $2 J 
billion comes from a payroll tax. 
Mr. MILLS. Would the gentleman 
wield? 
Mr. BETTB. X field to the gentleman 
from Arkajrisaa 
Mr. MILLS. About $4.25 bUllon would 
come from the payroll tax supported 
trust fund, and $1,366 billion would come 
from the Oeneral Fund of the Treasury 
under the committee proposal. The rest 
comes from persona enrolling In the tup-
elemental plan. 
Mr. OROSS. It would all hare to 
come out of the pockets of the tax* 
*eyere? 
Mr. BETTB. It baa to be met by a 
payroll or Income tax and from sub-
scribers to the voluntary supplemental 
plan. 
Mr.OROSS Will the gentleman yield 
for me to read a brie! statementT 
Mr. BETTS. Tea. 
Mr. OROSS. Ooing back to February 
24.1964. dealing with the Implications of 
the Revenue Act of 1964. and the fiscal 
policy of the United 6tates. a Member of 
the House of Representatives, made this 
statement: 
Xa enacting this revenue bill • • • wt art 
choosing Us reduction at the road toward a 
larger, more prosperous economy and wr art 
rejecting the road of expenditure increases. 
w/t do not intend to try to go along both 
toads at the aunt time If wt fall to limit 
tbt growth of Federal expenditure*, we wUl 
bt leaving tbt tax reduction road. Even a 
1-yeai detour may aaakt It ertremtly diffi-
cult to get back on tt. 
Does the gentleman recognise the 
author of that statement? 
Mr. MILLS. Mr. Chairman, will the 
gentleman yield so that X can plead 
guilty as the author of that statement? 
Mr. BETTB. I will be glad to yield to 
Bay chairman. 
Mr. MILLS. I aaid that, and we are 
gtiU trying to follow that In the com-
SBittee bill. That Is why I had to oppose 
the substitute coming from the gentle* 
man's side, and X hope the gentleman 
Joins me In doing It. 
Mr. OROSS. Any time a bill eocU IS 
billion, we are not exsetly following the 
scad to tax reduction and economy. 
Would the gentleman agree with that? 
Mr. BETTB. X would agree that any 
Federal program costs money and some* 
body has to pay for It. This represents 
an Increase In taxes. 
. Mr.OROSS This Is not the road to 
economy. Is tt? 
Mr. BETTB I do Dot think you can 
tall it the road to economy, no. 
Mr. OROSS. Last year, OongTtas re* 
duced taxes by 111 J billion, and now tt 
proposes to turn around and Inert see 
taxes by MbQUon. 
Mr. MILLS. The gentleman from 
Iowa, the great student of legislation that 
he to. Is aware of the fact that this bill 
Includes the expenditure of approximate-
ly |g billion but provides for an Increase 
ID taxes to offset this |4 bUllon and more 
ve are spending out of the trust fund. 
The gentlemen Is not accusing me of 
being for tax reduction one year and rais-
ing taxes In another year. 
Mr. OROSS. The revenue has to 
come from somewhere. X do not know 
how else X could figure the gcnUcman'a 
position today as compared with his posi-
tion In cutting taxes last year. 
Can the gentleman give me any Idea 
as to how many people will be put on the 
payroll to administer this program? 
Mr. MILLS. X am not certain wheth-
er It will be In a 12- or 24-month period, 
but undoubtedly In assuming the Initial 
responsibilities which are imposed upon 
the Social Security Administration under 
the bill, as I recall there would have to be 
somewhere In the neighborhood of 2.500 
to 3,000 addltionsl employees for the 
basic plsn end about the same number 
for the aupplemental plan scattered 
throughout the United States to carry 
out this program. 
Mr. HARVEY of Indiana. Mr. Chair* 
man, X ask unanimous consent to extend 
my remarks at this point in the RSCOXD 
and Include extraneous matter. 
The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Indiana? 
There was no objection. 
Mr. HARVEY of Indiana. Mr. Chair-
man. I recently received a letter from Dr. 
Frank Oreen. of Rushville, Ind., a gen* 
era! practitioner. 
The Questions he raises are worthy of 
Members' consideration. 
The letter rtltrrtd to Is as follows: 
BOSKVXULT, INS., 
April 1, IMS. 
OoagTitimin HALTS KASVTT, 
Cupitol Hilt, Waihington, DC. 
Daxa CoNcatasMAN BASVIT: Ifeere art 
etveral condition* which wiU bt created with 
tbt paaaage of Hit 0675 that I would iikt to 
briog to your attention. 
1. Bow and in what manner of precedence 
will available btdi bt assigned to thoat in 
aeed of capital cart? 
S. Once an unoccupied bed in tbt hospital 
la aaaigntd Is the approved way. who mill 
have the responsibility of dismissal? 
At the present time, tht average stay In 
our Bush County Hospital Is t days. Under 
bin HJl eS76. what Is to prevent this oc-
cupancy In the hospital from going up a 
number of days to tht limit of SO days as 
provided in B Jl. SS7S? 
ft la now a fact that by only using bads tht 
minimum number of days wt art still uoablt 
to accommodate our paying needy sick. 
What will happen whtn they have It guar* 
an teed by Government ft nance? 
Who will havt to say that tht bed should 
be vacated whtn not really aaedtd? Who 
will say this or that patient must get up and 
go home, abort of the full etlitaaUoo as 
guaranteed by law? 
There oannot bt a nonmedical commute* 
la control of dismissals for here may be a 
eery touchy area. There Is no hospital eem-
mittee of doctors, or hospital personnel, or 
management able to go this )ob. Only a 
physician who knows the patient's condi-
tion and who Is willing to assume this re-
apooasbtilty Is really able to aay when a 
patient saay bt asat borne against tfcair 
But reprisal or rear of reprisal la a 
eea why the aommlttee Idea of usage of 
cannot be depended upon Dismissal of any 
patient who wants to stay might lead to a 
suit against the pbyelclan or hospital far 
abendonmtnt or neglect. 
In my erinion sheet ft» bare aa wpoet of 
sees buaaaa* and erwarly prooadurat 
that will be bad for all concerned. It could 
destroy the present fine paUeat-doctor rela-
tionship. 
To disrupt this Cnt doctor •patient rela-
tionship or use It to bail out a bad arrange-
ment would be imprudent whtn It could bt 
avoided or controlled before tht contract for 
service la entered Into and guaranteed by 
national law. 
A contract for service between a patient 
and a hospital and pbytlclan should arrange 
for the control of overstaying the time 
needed for the necessary eaxe of tht patient. 
Overuse of a bed by a patient beyond tht 
time needed for necessary cart ahouid place 
this excessive cost on tht patient. This 
would then give bargaining power to tbt 
Institution to control and better use avail-
able bed apace for others who need hos-
pitalisation. 
Any body politic whtn attempting to do 
good must surely bt swart of tht obvious 
rebound from joy to resentment when tht 
offered becomes impossible only because of 
IU-layed plans. 
Blnosrely. 
PaAirxB.Oenv.llX>. 
Mr. BYRNES of Wisconsin. Mr. 
Chairman, I yield 5 minutes to the gen-
tlemen from lows [Mr. Oioss). 
Mr. OROSS. Mr. Chairman, X have 
In my hand a newspaper clipping date-
lined Washington, D C , which says, 
speaking of the proposed erection of a 
social security building in Minneapolis, 
Minn., that it will cost $722,400. Ap-
parently prepsratlons are already being 
made for this bill. 
Mr. MILLS. This group of employees 
would not all be located in Minnesota or 
Washington. They would be In the gen-
tleman's State of Iowa as well. 
Mr. OROSS. That leads me to aak 
bow many employees w£J be added as a 
result of this bill? 
Mr. MHUS. Between 2,500 and 2.700 
additional, X think. 
Mr. OROSS. Of course, they would 
not all be locsted in Minneapolis. Con-
tinuing this news story, we are told that 
there will be a 20-percent increase in 
the social security payroll. What is the 
reason, and is that under the committee 
bill if enacted? 
Mr. MILLS. Xt would not amount to 
a 20-percent Increase. There are over 
25.000 employees already. 
Mr. OROSS. Aa of last February 
there were 34.7S3 persons on the payroll 
of the social security setup. 
Mr. MILLS. X think that Is right. 
Mr. OROSS. A 20-percent Increase 
would add about 7,000. 
Mr. MILLS Xt Is my understanding 
tt will not amount to that increase. 
Mr. OROSS. X wonder where the 
newsmen get this Information. 
Mr MILLS. X would Uke to know 
eotnetlme where all the Information that 
Is written Is produced. 
X raised the Question In the committee 
with the Social Security Administration 
aa to what employees would be Involved 
if we proceeded as we did. Under the 
committee bill. In reposing responsibility 
en the Social Security Administration. 
be told me it would be a martmum of 
around 1,700 employees for the basic 
program. 
How bad we gone the ether way, 
X would cell to flay friends atten-
tion, and eK vp an entirely dif-
ferent agency to administer it, tt prob-
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ably would have taken 3,500 to 3.000 em-
ployees, 
Mr. OROSS. I hope Hie gentleman 
has the niht etlimate of the Increased 
number of employee*. 
Mr. MILLS. Xf the gentleman wU) 
field. I do believe I nay be uninten-
tionally misleading the fentleman and, 
af course. I would not do that for any-
thing. 
Mr. OROSS. I yield to the gentleman. 
Mr. MILLS. Let me get the facta 
atreight. This may be nearer what the 
gentleman U talking about. With re-
apect to the basic plan, anywhere be-
tween 1.100 to 3,000 employee! would 
be needed. That ta what I was talking 
about. I was overlooking the fact that 
there would be an additional admlnis-
Umtive problem with respect to this pro-
gram that we wrote in. taken from the 
Met of "voluntary" of our colleague, the 
gentleman from Wisconsin IMr. Brants!. 
There would be additional employees 
Involved in that and they might run any-
where from 3.500 to 3.000. 
Mr. CROSS. 6o that would bring It 
pretty close to a 7,000 increase? 
Mr. MILLS. It would not bring it Up 
to quite 7.000—no. 
Mr OROSS. Well. It would not be very 
far from that, f will say to the gentle-
Mr MILLS. The point Is this—if I 
fan get the gentleman to aee my point-
by using the Social Security Administra-
tion, undoubtedly, we bring about the 
creation of fewer Jobs than if we gave 
It to an entirely different and newly 
established bureaucracy. 
Mr CROSS. I have one other Ques-
tion since the gentleman is on his feet. 
Row much longer do you anticipate going 
an this evening in order to get the T. 4 
T. Club, the out-on-Thursday. back-on-
Tuesday Club on the road this week? 
Mr. MILLS. It is not for that purpose 
at all that we are here this evening. I 
want to get the gentleman straight on 
that. We are simply trying to give as 
msny Members as possible an opportu-
nity to speak today. 
Mr. OROSS. I might say to the gen-
tleman that there might be something 
going on this evening—2 do not know. 
Perhaps there Is a repeat performance 
at the Ebony Table. 
Mr. MTUfi 1 am not certain of any-
thing going on this afternoon. I have 
lot been invited. How ii there Is. X wish 
the gentleman would advise me. 
Mr. Chairman. X yield 10 minutes to 
the gentleman from Massachusetts (Mr. 
fenuct). 
Mr. BURKE. Mr. Chairman. I take 
particular pleasure In supporting the 
pension of MM 4*75 wider which 
benefits will be paid to children age II 
to 33 who are in full-time school attend-
ance This is an especially fine and for-
Jjwd-looking provision. Xt win extend 
toe survivorship protection of the social 
•eurity program and enhance the edu-
*ttonsj opportunities we offer mar young 
•topic ^ ^ ^ 
A child who has lost parental support 
through the retirement, disability or 
•»th of his mother or father la aon-
•wrtd dependent under the present ao-
tW ewcurity program if he to wider 
*** U or tf h» h*i • disability which 
began before he reached age II. X 
strongly concur in the committee's view 
that a child v ho is in full-time school 
attendance after reschlng ace II is simi-
larly dependent. It is simply not realis-
tic today to stop a child's benefits on his 
llth birthday and tell him that he is now 
presumed to be able to go to work and 
to support himself. While some chil-
dren can and do become economically 
Independent by the time they are 18, 
most children cannot be financially in-
dependent at II because they have not 
finished high school, and they must look 
for a living to an economy that has little 
use for the untrslned, unskilled, and 
uneducated worker. Xt Is time we rec-
ognize that this is the situation, that this 
situation will continue, and that a child 
who has reached age II and is still con-
tinuing his education Is as dependent on 
social security benefits to replace lost 
parental support as he was when he was 
younger. 
Under the bill about 295.000 children 
age II to 22 would get benefits this Sep-
tember, when the school year begins. 
Xn a full year these benefits will add up 
to 1195 million. Many of these young-
sters would not be able to continue their 
education without the benefits this bill 
will provide. Xt will mean a great deal 
to them and to their parents, so many of 
whom have written to us asking that the 
benefits be continued. 
rxx SCOMOMIC IMPACT or as . ears 
When we consider social security we 
tend to focus on its effect on people as 
Individuals—the needs of the individ-
ual retired worker, disabled worker, 
widow, and orphan—and this is as It 
should be. For the social security pro-
gram is first and foremost a program 
'that affects almost every American fam-
ily in a very personal way and under 
changed circumstances—when the work-
er retires because of age or disability or 
when the family loses him in death. 
But there is another aide to social 
security. Xn providing an assured and 
regular income currently to 20 million 
of the most economically vulnerable peo-
ple in the Nation, it provides a steady 
source of consumer demand that helps 
prevent deflation. Let us consider the 
bill before us today from this standpoint. 
The provisions of the bill affecting cash 
benefit payments will become effective 
this yesr; the across-the-board benefit 
increase and benefits for children in 
school up to age 22 will be effective from 
the start of the year, and most of the 
Other changes mill be effective in the sec-
ond month after enactment. Xt Is esti-
mated that these changes will Increase 
benefit disbursements under the program 
by $1.1 billion over the amount that 
would be paid out In 1965 under present 
law. Xn 1966. when aU of the provisions 
of the bill affecting the cash benefits will 
be in operation for the full year, an esti-
mated $2.1 billion will be paid out In 
benefits over the amount that would be 
paid out under present law. Xn addition, 
an estimated $1 billion will be paid out 
Wilder the basic hospital Insurance plan, 
and $300 to $300 million under the vol-
untary supplementary health tnsuranoe 
plan. In the last g months of 1966 Xn 
1967, the first full year ir which all of 
these benefit provisions will be in effect 
for a full year, an estimated $2.4 billion 
will be paid out in benefits under the 
cash benefits program over the amount 
that would be paid out under present 
law, an estimated $2.2 billion will be 
paid out under the new hospital insur-
ance program, and $700 million to $1.2 
billion will be paid out under the volun-
tary supplementary health insurance 
plan. All of these funds will be paid 
either for health care services or as in-
come to beneficiaries, who. for the most 
part, will use it to meet their day-to-day 
living expenses. Thus the bill will not 
only increase the effect of the socisl secu-
rity progrsm as a source of assured pur* 
chasing over the long run, but will pro-
vide an Immediate boost in consumer 
purchasing power to stimulste the econ-
omy in the next several years. 
This economic stimulus mill, of course, 
be offset to some extent by the addi-
tional socisl security taxes that will be 
collected under the bill. Horn ever, this 
counterbslsnclng effect is limited by two 
factors. First, the new social security 
tax rate schedules in the bill have been 
designed to avoid the excessive build-up 
of trust fund assets that would take place 
in the next several years under present 
law by providing for a more gradual 
attainment of the full rates needed to 
support the program over the long-range 
future. 
In 1965 the amount paid in cash ben-
efits mrill increase by an estimated $1.5 
billion without any increase in social se-
curity tax payments over the amount 
that would be paid under present law. 
Xn 1966 the estimated increase in bene-
fit payments over the amount estimated 
under present law, including the bene-
fits paid under the new hospital insur-
ance program, will be about $3.1 billion, 
while the additional amount collected in 
social security taxes is estimated to be 
about $2.2 billion. Xn 1967 the increase 
In benefit payments is estimated to be 
about $4.6 billion over the amount ex-
pected under present law. while the addi-
tional amount to be collected in social 
security taxes is animated to be about 
$3.7 billion. 
The other factor limiting the effect of 
the higher social security taxes in coun-
terbalancing the economic stimulus of 
the increase in benefits is the fact that 
while the beneficiaries who would receive 
the additional income generally must use 
all of their disposable income to .meet 
their day-to-day living expenses, the 
workers and employers who would pay 
the additional taxes use only part of 
their disposable Income for immediate 
consumption. As a result, even that part 
of the additional benefits paid out under 
the bill that la offset by higher social se-
curity taxes will tend to Increase con-
sumer demand. 
While our swain concern In enacting 
this bill then, la the welfare of the mil-
lions of American families who look to 
the social security program for protection 
against dependency and want when the 
worker's earnings are cut off by retire-
ment, disability, or death, a aide affect 
of lu enactment will be to strengthen 
the American economy. The bill will not 
only add to the social security program* 
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long-range effect of proridJng a regular 
flow of consumer demand among the 
aged, the disabled, the widowed, and 
orphaned of the Nation, but will also pro* 
tide an immediate stimulus to the econ-
omy that mill help us sustain our eco-
nomic growth in the next several years. 
It la important to stress these facts, 
because this la not an entire drain on 
the Treasury of the United 6tates. This 
money Is going into the economy. The 
Government will reach back and get 
part of the money and keep the money 
In circulation, which will keep our econ-
omy going, while taking care of the needs 
of our aged. 
Mr. MXXX8. Mr. Chairman. X yield 
euch time as be may require to the dis-
tinguished gentleman from Ohio (Mr. 
StCtKST) . 
Mr. 6ECREST. Mr. Chairman, X be-
lieve this bill. HJR. g675. which has re-
placed the old ao-called medicare bill. 
Is one of the area test pieces of legislation 
to come before the Congreas In this cen-
tury. 
I am confident that this blD. designed 
to benefit millions of our citizens 65 years 
of age and over, will also benefit doctors. 
hospitals, and insurance companies. In 
my opinion, this bill will greatly accel-
erate the aale of additional hospital and 
medical Insurance Just as record aales 
Of retirement insurance followed enact-
ment of the original social security law. 
X was In Congress and supported the 
original aocial aecurlty legislation In 
1935. X supported and voted in 1650 for 
the proposal to place Independent busi-
nessmen under aocial aecurlty. X was a 
leader In the fight In 1054 to get farmers 
the same benefits under aocial aecurlty 
that had for years been enjoyed by fac-
tory workers and others. 
With guch a lonftime Interest In this 
legislation. X am anxious that Conrress 
do nothing that will endanger the eound-
tteas of the aocial aecurlty system. I 
want to be sure that a young man 20 
fears of ate today will find the system 
as solid as the Rock of Oibraltar when 
he la ready to retire many years from 
The Ways and Means Committee made 
m wonderful decision when It let the 
regular aocial aecurlty system alone and 
let up* a separate tax and trust fund for 
the hospital Insurance provided under 
this bill. Hospital Insurance stands on 
lis own two feet wholly apart from the 
ttfular retirement provisions of the 
long-existing Social Security Act. This 
la the way It ahouJd be. neither pro-
Pm can weaken the other. Both will aound and dependable. 
Under this bill, a new title Is added 
io the Social Security Act providing for 
basic hospital care to be financed by a 
tomperetively moderate contribution by 
amployers and employees. For persona 
•ft and above, to days of Inpatient eerv-
lees will be provided for oach spell of 
filneas. The patient pays the first MO 
Of his hospital bill. 
In addition to the regular hospital 
aerrtce, drugs and biologicals will be 
provided. Under this title of the Mil. 
private duty nurses and the first I pints 
Of Mood a n SKK furnished For oach 
apell of illness, from SO to 100 days of 
posthospital care in a nonhospital facil-
ity will be provided. 
Outpatient hospital diagnostic serv-
ices will be provided for a 20-day period. 
The patient will pay $20 for each diag-
nostic study and the remainder will be 
paid under the basic hospital plan. 
After the patient returns home, the basic 
plan will pay for 100 visits to provide 
him posthospital care, home health 
services, including intermittent nursing 
care, therapy, and part-time services of 
a home health aid. This will Include 
speech therapy for those whose illness 
results in Impairment of epeech. The 
tost of services under the basic hospital 
plan for people not under aocial se-
curity will be financed from general 
revenues. 
In addition to hospital care, the bill 
establishes a voluntary supplemental 
plan to provide payment to physicians 
for services rendered In the hospital, 
the office, or the home. Such payments 
will include diagnostic X-ray and lab-
oratory tests, electrocsrdlograms, basal 
metabolism readings, and X-ray. radium, 
and radioactive Isotope therapy. Pre-
scriptions are not covered but drugs fur-
nished by the doctor are provided. 
When used in the patient's home, this 
section of the bill mill pay rental for iron 
lungs, oxygen tents, hospital beds, and 
wheelchairs. Xt will also provide for 
artificial legs, arms, eyes, and so forth. 
Under this plan, go percent of medical 
costs will be paid for each calendar year 
after payment by the patient of the first 
$50 of his total yearly medical bills. The 
cost of this voluntary supplemental plan 
will be $3 per month for each individual 
who enrolls. For those under aocial ae-
curlty or railroad retirement, this 
amount will be deducted from his regu-
lar check. A person 65 or over will be 
able to deduct all medical and hospital 
expenses In excess of S percent of his 
gross Income. This will result in limited 
recovery of the Government's premium 
contributions. 
The bill provides for a 7-percent In-
crease In all aocial aecurlty payments, 
and in every case will be sufficient to pay 
the Individual's cost for his Insurance. 
The Federal Oovernment, from the gen-
oral treasury, will pay an additional $3 
premium on each person who signs up 
for the Insurance. Xt Is expected that 
Insurance under this voluntary plan will 
be furnished by Blue Cross and private 
Insurance companies. Persons not cov-
ered by aodsJ aecurlty oould make peri-
odic payments of their half of the pre-
mium. The whole package Is somewhat 
aimUar to that now provided by law for 
employees of the Federal Oovernment. 
Xn addition to furnishing hospital cart 
and providing substantial payment to-
ward medical bills, this legislation eon-
tains many other excellent features. 
For Instanoe, under the Kerr-Mills Act. 
expanded medical assistance Is provided 
tor aged persons who are Indigent and 
help Is extended to needy dependent chil-
dren, blind persons, and totally and per-
manently disabled pereons who qualify 
for aarista&ee voder the Act. 
Each indigent old person will be Judged 
by his own resources. The income of his 
children will no longer bar him from 
benefits. Ohio Is not now under the 
Kerr-Mills Act, but each Bute Is given 
until June 10. 1967, to qualify for this 
vastly expanded program which includes 
In-patient hospital services, out-patient 
hospital services, laboratory and X-ray 
services, skilled nursing home services, 
and physicians services either in a phy-
sician's office, the patient's home, or a 
skilled nursing home. 
The whole Kerr-Mills program Is vast-
ly expanded by Increasing the Federal 
Government's contribution by some $200 
million each year. The bill also expands 
the program for maternal and child 
health, crippled children and health care 
for needy children. Xt also Includes 
grants for mental retardation planning. 
Xn this bill many excellent amend-
ments are made to the existing Social 
Security Act. Xn addition to the 7-per-
cent incresse in social aecurlty payments, 
the maximum family benefits under so-
cial security will be gradually raised from 
the present $254 limit to $368 effective In 
1971. 
Under present law, payment for chil-
dren's insurance ceases at age 1$. This 
bill raises the age to 22 providing the 
child is attending public or accredited 
schools, including a vocational achool or 
a college, as a full-time student. The 
new age limit of 22 also applies to chil-
dren of deceased retired or disabled 
workers. Xt Is estimated that 295.000 
children will benefit under this provision 
In 1965. 
Another amendment will permit wid-
ows to receive retirement benefits at age 
60 at slightly reduced rates. Xt Is esti-
mated that 185.000 widows will take ad-
vantage of this provision in 1966. 
Another excellent amendment applies 
to the disability program. Under pres-
ent law, a worker cannot retire unless his 
disability is expected to result in death or 
to be of long, continued and indefinite 
duration. This new bill would make an 
Insured worker eligible for disability 
benefits If he has been totally disabled 
throughout a continuous period of 6 cal-
endar months. Benefits will be payable 
for the last month of the 6 months' wait-
ing period and for subsequent months 
until recovery from the disability. Xt Is 
estimated that 155.000 workers and In-
dividuals will benefit from this amend-
ment. • 
Also, wider present law, no worker 
ean retire under aocial aecurtty without 
a minimum of aix quarters of coverage. 
The sew law will permit a person 72 
pears of age or over to Qualify for social 
eecurlty with three quarters of coverage 
acquired at any time since the begin-
ning of the program In 1937. 
This bill also provides that a widow 
who will be 72 or over in 1966 will be 
eligible for aocial eecurlty payments If 
her husband died or reached the age of 
§5 in 1954 or earlier. This liberalisation 
will benefit many widows. 
The bill also liberalises the aocial ee-
curlty earned income limitation. For ex-
ample, a person retired under aocial ee-
eurlty will be permitted to earn $2,400 
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per year and lc*e only $600 annually In 
his social security pay. Thii it far more 
literal then the present lav. 
Another provision deals with divorced 
women. Too often a divorce will leave 
a life of long standing without social 
security retirement. This bill will pro-
ride retirement to a divorced mlfe at the 
ate of $2 if she *as married to the hus-
band at least 20 years before the date of 
the divorce. It also provides that a 
wife's benefits will not terminate when 
a moman and her husband are divorced 
If the marriage has been In effect for 
to years. 
The bill has another good provision 
for the benefit of small farmers with 
telstively low incomes. If a fanner has 
a gross Income of $2,400 or less, he tan 
pay his aoclal security tax on two-thirds 
of his gross earnings rather than his net 
earnings. This will enable the small 
fanner to retire with a larger social se-
curity pension. 
The bill also exempts self-employed 
members of the Amish and other re-
ligious sects from payment of social se-
curity taxes upon application and by 
aligning a maiver of benefit rights. 
Self-employed physicians and interns 
are brought under coverage of the aoclal 
security act for the first time. 
Long ago I stated that X could not 
support a bill that would place doctors 
on the Federal payroll or take from a 
patient the right to pick his own doctor 
and his omu hospital. This bill in no way 
violates these principles. The insurance 
from which doctors will receive their 
customary fee Is voluntary and the tra-
ditional practice of medicine Is not 
Interfered with In any way. This Is an 
excellent bill, and 2 have attempted to 
discuss the major provisions in it. 
We have come a long way since the 
days when the old and sick, who could 
not keep pace with the wandering tribe, 
were given a S days' supply of food and 
left on the trail to die. htw In the 
history of mankind has a generation 
heard so clearly and responded so mag-
nificently to the commandment to 
"Honor thy father and thy mother, as the 
Lord thy Ood hath commanded thee; 
that thy days may be prolonged, and 
that it may go well with thee. In the land 
Which the Lord thy Ood glveth thee." 
Pbr the older people of this Nation and 
many, many others this bill Is a eonJc 
boom of decency, hope, and respect. 
Hever have I voted for any legislation 
with more pride and aatisfaction. 
Mr. MILLS. Mr. Chairman, I move 
that the Committee do now rise. 
The motion was agreed to. 
Accordingly, the Committee rose; and 
the Speaker having resumed the chair, 
Mr. DDICILI. Chairman of the Commit-
toe of the Whole Rouae on the Bute of 
the Onion, reported that that Committee 
having had under consideration the bill 
<BJt $€!•>) no provide a hospital insur-
ance program for the aged under the 
fecial Security Act with a supplemen-
tary health benefits program and an 
•appended program of medical assist-
ance, to Increase benefits under the old-
•ge, survivors, and disability 
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system, to improve the Federal-State 
public assistance programs, and for oth-
er purposes,*' had come to no resolution 
thereon. 
ADJOURNMENT TO 11 All . ON 
THURSDAY, APRIL I 
Mr. ALBERT. Mr. Speaker. X ask 
unanimous consent that when the House 
adjourns today it adjourn to meet at 11 
O'clock tomorrow. 
The SPEAKER. Is there objection to 
the request of the gentleman from Okla-
homa? 
There was no objection. 
FURTHER MESSAGE FROM THE 
SENATE 
A further message from the Senate by 
Mr. Arlington, one of Its clerks, an* 
nounced that the Senate Insists upon Its 
amendments to the bill (H.R. 6721) en* 
titled "An act to amend the Agricultural 
Adjustment Act of 1938, as amended, to 
provide for acreage-poundage market* 
Ing quotas for tobacco, to amend the to* 
bacco price support provisions of the 
Agricultural Act of 1949, as amended, 
and for other purposes, disagreed to by 
the House; agrees to the conference 
asked by the House on the disagreeing 
votes of the two Houses thereon, and 
appoints Mr. ELLEKDIR, MI. HOLLAKD, 
Mr. TALMADCI, Mr. JORDAN of North Car-
olina. Mr. YOUHC of North Dakota, and 
Mr. Cooro to be the conferees on the 
part of the Senate. 
for the personal efforts she has under-
taken In this project to magnify the 
magnificent beauty of the Mall. 
The proposed planting of these addi-
tional cherry trees will most certainly 
aerve to cement further the friendly re* 
lations between all Americans and the 
people of the Rising Suit 
I know that every Member of the 
House Joins me In this sincere expres-
sion of heartfelt gratitude. 
And, Mr. Speaker, may X also state 
that it has been a personal privilege for 
me to visit with Ambassador Takeuchl 
and his lovely wife, and I have been en-
riched and Impressed with their dedica-
tion and support of Ideals so common to 
those democratic principles that made 
our two countries great. 
APPRECIATION TO AMBASSADOR 
FROM JAPAN FOR OFFER TO PRE-
SENT NATIONS CAPITAL WITH 
4.000 CHERRY TREES 
Mr. PICKLE. Mr. Speaker. X ask 
unanimous consent to address the House 
for 1 minute and to revise and extend my 
remarks. 
The SPEAKER. Is there objection 
to the request of the gentleman from 
Texas? 
There was no objection. 
Mr. PICKLE. Mr. Speaker, my pur* 
pose In rising Is to extend a warm thanks 
and appreciation to the Ambassador 
from Japan for his kind offer to present 
our Nation's Capital with another beau-
tiful forest of some 4.000 cherry trees to 
border the Washington Monument. 
I know that we speak the sentiments 
of all Americans in expressing our deep* 
ost gratitude to Ambassador Ryujl Take* 
ttchi for this friendly gesture he has 
made In behalf of Premier Eisaku Sato 
and all the people of Japan. 
Through the years the beautiful blos-
soms of the cherry trees that bloom so 
magnificently at this time of the year 
have greatly enhanced the beauty of our 
Nation's grand Mall. Ho shrine about 
as go beautifully gymbolises the ever-
glowing friendship of Japan and the 
United States 
It Is moat fitting and appropriate, too. 
that we take this opportunity to extend 
a apodal thanks and oommendation to 
our Pint Lady, Mrs. Ifndon Johnson. 
LAUNCKINO OP COMBATS EARLY 
BIRD 
Mr. HARRIS. Mr. Speaker. 1 ask 
unanimous consent to address the House 
for 1 minute and to revise and extend my 
remarks. 
The SPEAKER. Is there objection 
to the request of the gentleman from 
Arkansas? 
There was no objection. 
Mr. HARRIS. Mr. 6peaker. yesterday 
afternoon I was privileged to witness by 
closed-circuit television at the headquar-
ters of the Communications Satellite 
Corp. here In Washington, the launch* 
Ing of Comsat's Early Bird. The launch* 
Ing of this communications satellite 
constitutes a milestone in the develop* 
ment of a worldwide satellite communi-
cations gystem contemplated by the 
Communications Satellite Act of 1062. 
Many of the Members of this House 
will remember the policy battle which 
preceded the enactment of this legisla-
tion. You may recall that this battle 
was fought so heatedly in the other body 
that a prolonged discussion—sometimes 
yeferred to as filibuster—ensued with 
regard to the policies to be adopted by 
the Congress. 
President Kennedy approved this leg* 
talation on August 31. 1062. It provides 
for a very unusual private corporation 
created by the Congress, owned $0-50 by 
communications common carriers and 
public stockholders. Under this legisla-
tion, the President of the United States 
nominates three directors to sit with the 
other directors elected by the stockhold-
ers. In other words, the legislation pro-
vides for unusual teamwork between the 
private and public eector in this country. 
In order to make a worldwide satellite 
oommunicstlons system a reality, team-
work, however. Is required not only here 
at home but also among all nations 
Interested In participating in this world-
wide communications system. In order 
to achieve this objective first of all, It 
was necaaaary to secure the allocation 
of radio frequencies to be used for com-
munications satellite purposes. This was 
achieved by the Space Radio Communl-
oations Conference held In Oeneva In the 
tall of 1063 and I had the great honor 
of serving as a member of the TJJB. dele-
gation to that Conference. 
Addendum 14 
B. Income Maintenance Provisions 
Aid to Famitifi With Dependent Children (AFDC) PtwUlon$ 
I. Parents and Siblings of Dependent Child Included in Filing 
Unit (sec. 197 of the bill) 
Pretent Law 
There is no requirement in present law that parent* and all sib-
lings be included in the AFDC filing unit. Families applying for as-
sistance may exclude from the Tiling unit certain family members 
who have income which might reduce the family benefit. For exam-
ple, a family might choose to exclude a child who is receiving social 
security or "child support payments, if the payments would reduce 
the family's benefit* by an amount greater than the amount pay-
able on behalf of the child. In addition, a mother who is a minor is 
excluded if she is supported by her parents. However, if she has no 
income of her own which may be attributed to her child, the child 
may qualify for assistance as a one-person unit, and receive propor-
tionately more in assistance than it would receive as part of a two* 
person unit. The income of the minor parent's parents is not con-
sidered in determining the eligibility of the child. 
Explanation ofProvUion 
The amendment approved by the committee would require States 
to include in the filing unit the parents and all dependent minor 
siblings (except SSI recipients and any stepbrothers and stepsisters) 
living with a child who applies for or receives AFDC. In addition, if 
a minor who is living in the same home as his parents applies for 
aid as the parent of a needy child, the income of the minor's par-
ents would be counted as available to the filing unit. The rules that 
would be used in determining the amount of available income 
would be the aame as are currently used in counting the income of 
stepparents. 
This change will end the present practice whereby families ex-
clude members with income in order to maximize familv benefits, 
and will ensure that the income of family members who live to-
gether and share expenses is recognized and counted as available 
to the familv as a whole. A similar provision was approved by the 
committee last year, but was dropped in conference with the 
House. 
Effective Date 
October 1,1983. 
<M6) 
Addendum 15 
•648 W a r a ! Rarfattr / Vol. 47. No. IS f Friday. Pebmary 8,1962 / Rulca and Regulation! 
HH& 
OCPARTMENT Of HEALTH AND 
HUMAN SERVKCS 
tjocasj tjtjcsjnry Aonrnowwm 
4S Cm Part* 105, Mt, t t t , t t t , 0 4 , 
t * 5 , t M a n d t » 
alio to Ftffiwoa With Dependent 
Soda) Security Administration, 
Pinal role. 
•umuurr: Tbete final regulations 
Implement changes made in the Aid to 
FamLbet With Dependent Cbildran 
f AFDC) program by the OmnJbua Budget 
•Reconciliation Act of 1991 (Pub. L 97-
15). The atatutory chanaei are generally 
affectvt October 1.1961. The key 
provisions fall within four baalc areas, 
aa follow* 
(1) Enable faxniBta to move from 
ereifare dependency fo fob-beted telf-
euffidency by providing Stataa 
flexibility to develop work alternative*, 
faduding community work experience, * 
•revision of jobs inatead of welfare, and 
by letting each Sute afency. If It to 
tequesU, demonatrate iu own work 
Incentive (WIN) program. ' 
(2) Target aaaiatance to tbe Modiaat 
—Setting a total teoome limit of 150 
percent of tbe State*e need standard; 
and 
• Standardizing and changing tha 
eequence of the earned income 
disregards by allowing a atandard ITS 
disregard, actual child care ooata op to 
•160 per child, then 930, then one-third 
of the remainder. Tbt 930 and ooe-
Ihird diaregarda will bt applied only 
to the fire14 consecutive months in 
which they occur, 
ft) In calculating need, count existing 
aources of income which art available 
to families but which ware previously 
'excluded by: 
—Counting the teoome of a stepparent 
after epproorlete diaregarda, to 
determine the need of stepchildren) 
with whom bt or aha la living: * . 
—AD owing Btatta to count tha value of 
food Btampt and booting tubtiditt 
tai AFDC family receive* to tha extent 
thit value it duplicated by money far 
•todandbooaixaginthtAfDC 
payment 
—Aaeumlng at an oogotog batit receipt 
of the advanoe earned teoome credit 
SIC) for thoat eligible to receive it 
—Counting nonrecurring teoome to *. 
axotts of the Btete't need atandard at 
available to meet future need*; and 
—Treating resources (excluding the • 
home and a reasonably valued oar. 
and tt Statt option certain baalc items 
essentia! to day-to-day living) ia 
axoess of 91.000 equity value (or a 
lower Butt-set limit) aa available to 
meet needa. thereby making tha 
family ineligible. 
(4) Improve program administration 
through requiring: 
—HetrospedJve accounting and monthly 
recipient reporting: •* 
—Recovery of all overpayments and . 
payment of underpayments to currant 
recipients, and 
—elimination of payments to those 
eligible for amounts lets than t l d 
Changee made by these final 
regulations are limited to the AFDC 
program and do not affect the adult 
financial assistance programs in tha 
territorie*. ^ . 
•WCHVl OATt These final regulations 
, Interpret the statutory changes required 
by Pub. L 97-35 and were effective on 
October 11061. except | 233.20 which 
contains information collection 
.requirements subject to OMB approval, 
poa FVfrrwt* air OHMATIOM cotfTAcrc 
Mr. Dave SiegeL IVanspoint Building/ 
2100 Second Street, €W„ Washington, 
D C 20201. (202) 245-2141. T C ^ l 
Timing and Form of Regulations 
On September 21,1001, we published 
interim final regulations for tbe Aid to 
Families with Dependent Children 
Program. (See Volume 46 of the Fedora! 
stegiittr, pages 46750-46773.) In 
accordance with taction 2321 of Fob. L 
§7-35. these interim final regulatiooa 
were effective on October 1,1901, 
except where the Bute welfare agency 
eatiafadorUy demonstrated to the 
Secretary that legal barriers under Bute 
law prevented IU compliance on that 
date. In auch case, the Secretary, after 
review, could waive the effective date 
lor one or more provisions with legal 
ImpediznenU until no later than the first 
month beginning after the dote of the 
text tettkm (of any aort) of the S u u 
legislature. 
Regulatory lurdaa 
/Ugulotary Impact AnatytU 
Tbete regulations may have an annual 
affect on the economy of more than 9100 
million. They may, therefore, be "major 
rules" aa defined to Executive Order 
12291, and require a regulatory impact 
analysis. Such analysis must contain a 
description of potential benefits and 
aoaU and net beneflu of the rule 
(including those that cannot be pot teto 
monetary terms) and a description of ' 
altemttive approaches aad their 
4potantiaI ooeU aad benefit*. Far the 
reasons sUteo] below, we have not 
written e separate analysis but instead 
have incorporated it into tbe preamble 
on a tection-by-eectlon basis. 
The tUtutory changes which these 
regulstions implement are projected to 
aeve the Federal government more than 
96 billion, and Sute and local 
f overnmenU more than 95 billion, over . 
the next five years These savings arise 
primarily from retargeting scarce 
resources on these most in need and 
restricting eligibility to the truly needy. 
These reforms will beve effecU both 
s>n AFDC recipienU and on the economy 
aa a whole. Their aim is fair allocation 
of scarce resources among the most 
aeedy. cost saving• through more 
efficient program administretion, and 
increased opportunities for work that 
will be of value both to the redpienU 
and their communities. These aUtutory 
changes represent, in the best judgment 
of tbe legislstive and executive 
branches of the Federal government, the 
kinds of reductions of cost and 
retargeting of benefits that will be the 
most productive for both redpienU apd 
taxpayers. 
To effect tbete savings, the tUtute 
aonUins numerous provisions affecting 
the AFDC program. The provisions with 
the greatest fiscal effecU on Federal and 
Btste budgeU and on redpienU leave 
little regulatory latitude For example. 
receipt of the 930 and one-third 
disregard is aUtutorily limited to four 
oontecutive months, work expense 
"deductions are standardized at 975 for 
full-time employment 
For tbe most part therefore, tbe 
economic effecU of these changee are 
ftot created or caused by these 
regulations There are, however, eeveral 
provisions of these regulations which 
result in substantial oosU Although 
these cotU may not meet the criteria far " 
a major rule, we have voluntarily 
prepared e regulatory imped analytia. 
Because of the above considerations, 
this regulatory imped analysis is limited 
faacope For purposes of the regulatory 
taped analysis, there were two areas to 
the legislation in which there are both 
regulatory latitude and the effecU of 
adopting different options could 
aignlficantly imped on ooeU and 
beneflu—Determination of Resources 
and the Community Work Experience 
Program. We have focused the 
regulatory imped analysis on the major 
decisions which were mede to these two 
areas of the regulation. Overall 
economic efftcU of edopting different 
alternatives are email in compariaon to 
the projected economic effecU of tbe 
etatutorv changes as a whole, 
furthermore, the available toformatioo 
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Mr. BAKER Madrm President, I 
yield the floor. 
Mr. DOLE Let me assure the Senate 
U things go as a e hope they aiU. there 
will not be any* nerd for cloture. I do 
not have any desire to file clotuie. I do 
not think we have In any past, tax bill 
that I have managed on the Senate 
floor. What ae are concerned about Is 
that last year, on the debt celling bill, 
we had amendments on Jordanian 
Vtm$ aales. on Lebanon, and perhaps a 
total of eifht or nine foreign policy 
amendment*. I know there are others 
floating around. 
As long as a e are presented with ger-
mane amendments and ae have an op-
portunity to dispose of them by adop-
tion or tabling or whatever, then we 
are not going to be In favor of filing 
Cloture. But I do hope we understand 
we have some responsibility to take 
aome deficit reduction action. 
1 know this is a large bill. $48 billion 
In revenue chances. 123 billion In 
spending changes. There are areas like 
IDE's and others that will need consid-
erable time to discuss I am allling to 
assure both leaders that we are not 
going to file cloture today or tomor-
row. If things go along well on 
Wednesday and we are making prog-
ress, there Is not much need to do It 
then, either. If. In fact, we are getting 
a lot of nongerxnane amendments 
eoming out of the woodwork, perhaps 
then the leaders on both aides would 
help u$ and file a cloture motion. 
Mr. BYRD Mr. President, will the 
distinguished Senator yield? 
Mr. DOLE Yes, I yield. 
Mr. BYRD. Mr. President I do not 
aupport the kind of amendments to 
which the distinguished Senator from 
Kansas has alluded. 1 certainly hare 
gx> Interest In the calling up of amend-
ments that deal with the foreign 
policy of this country or any other 
subject ares that Is dearly out of the 
direct or Indirect line of germaneness 
as It relates to this amendment It 
might be that a Senator would want to 
call up aome amendment that would, 
•thersise than by taxes, affect the 
budget or affect appropriations or 
whatever. I do not know. 
But as to amendments that would be 
ao far out. such as fore Urn policy 
amendments. J have no desire to tee 
those amendments called up. And If 
Che situation were to get to that point. 
I aould be constrained to support clo-
ture. I simply want Senators on both 
aides of the aisle to have adequate op-
portunity with their ataffs to study 
this amendment and to know what Is 
In It as best they can. I dare say that I 
will be one of the Senators who, In the 
final analyais. will be toting on this 
Amendment and will not know exactly 
what to In ft. I would like for any Sena-
tor other than a Senator on the PI-
gmnce Committee who knows what Is 
ID this massive tax amendment to 
aland and aay ao wow or later this 
afternoon; I may be seeking the advice 
of such Senator on the amendment I 
would like to know for example, what 
happens to medicare, what happens to 
health scniccs by virtue of this tax 
amendment 
So I am assured by a hat the distin-
guished Senator from Kama* has said, 
and I believe I understood him to aay 
that as long as he clearly aces that 
amendments called up are legitimate, 
reasonable, germane or even nonger-
mane. If they directly or Indirectly 
affect this aubjeet area, he will not 
rush to offer cloture. I believe him 
when he aays thst. I hsve only raised 
the Issue today because, as Senator 
6TU«NIS has Indicated, I heard some of 
the same rumors around. I am satis-
fied with the statement by the distin-
guished Senator and therefore, will 
not offer any objection to dispensing 
with the reading of the finance com-
mittee amendment at this time. 
Mr. DOLE. I thank the minority 
leader, and again let me indicate that 
we are pirated we are this far along In 
the process. We would like to complete 
this bill this aeek. If not next week, 
but that Is something to be deter-
mined by the leadership, not the man-
agers of the bill. Obviously, If we are 
making progress, this Senator has no 
Intention of filing cloture for the sake 
of filing cloture. I urge my colleagues 
to offer germane amendments and 
avoid the nongermane amendments, 
though there may be aome who do not 
feel compelled to do that 
aMXKBMEirr ao. at as 
Mr. DOLE. If there U no objectlon-
at the close of business on Thursday, 
the amendment was aent to the desk 
and ordered printed in the RECOXO—I 
would not call up that amendment 
The PRESIDING OITICER. The 
amendment will be stated. 
The legislative clerk read as follows: 
The 6enator from Kansas (Mr. Dou). for 
ttlmtelf and If r Lone, proposes an amend-
ment numbered SS02. 
Mr. DOLE. Madam President I os* 
unanimous consent that further read-
ing of the amendment be dispensed 
with. 
The PRESIDINO OFPICER. With-
out objection. It Is ao ordered. 
The text of the amendment Is print-
ad In the Rscoao of April I, I t l t at 
pegeS3921. 
Mr. DOLE. As the distinguished mi-
nority leader Indicated, this amend-
ment Is aome 1,100 pages long. It 
would take the better part of S days to 
read. Copies art available. The expla-
nation of the amendment has been 
available since last Tuesday. 
Madam Prealdent we have before us 
the amendment from the Plnanoe 
Committee. As Indicated, It Is a very 
lengthy amendment. It Is a very Im-
portant amendment, and I think It 
really Indicates that we are now ready 
to go to work on the deficit Maybe It 
Is not as much as aome would like, but 
It Is part of the ao-calied down pay-
ment that many Members on both 
aides have talked about 
It may not be the perfect way to pro-
weed. It away wot be large enough In 
theeyesef aome, but* is a substantial 
amount. Seventy-three billion dollars 
from the Finance Committee would in-
dicate thst at least. If we can adopt 
this first Installment on the downpay-
ment that we will have made aome 
progress. We would then move on to 
another part of the procedure, ao that 
we would have an entire package In 
the neighborhood of $145 to 1150 bil-
lion In deficit reduction over the neat 
I years. 
1 do not know of any Member of this 
body who Is for big deficits. I do not 
know of any Member of the other 
body a ho Is for big deficits. It seems to 
me that ae have had enough speech-
making about deficits, so I are pleased 
that we are starting on the legislative 
process, which Is taking place, finally, 
at this very moment 
I have watched with Interest the 
House proceedings as they voted up 
and down seven or eight budget reso-
lutions. I remind my colleagues that 
the House budget resolutions have no 
Impact on the deficit at all. Anybody 
can offer a budget resolution, and 
whether It succeeds or fails makes 
very little difference. We need legisla-
tive action which has an impact on the 
deficit. Resolutions do not force the 
kinds of tough decisions needed to cut 
spending and raise revenue. 
I will not recite the familiar reasons 
why we must control the budget: first 
because It would take too long; and. 
second. I have a bad cold. 
I read in the morning paper that car 
loans are now being impacted by the 
Increase In the Interest rates, that 
home mortgage loan rates are going to 
be Increased by the Increase In the 
prime Interest rates, and this may 
have an adverse impact on the housing 
Industry by midsummer. 
I have been In my State for the last 
t days, talking with fanners and 
others a ho indicated that cattle oper-
ating loans are going up a bit. They re-
Iterated their position that they be-
lieve that the best farm bill we could 
pass would be one to lower the Interest 
rates. That Is the view of aome farm-
era. 
So I think It Is fairly obvious that 
the most threatening cloud over this 
recovery—and we are In a recovery—*i 
the big deficit 
I assume that during the debate, 
aome Members will assign blame to 
different administrations or whatever, 
but the reality Is that Congress has 
aome responaibility-aome responsibili-
ty In creating the deficit and certainly 
aome responsibility In reducing the 
deficit 
I wish to Indicate what happened In 
the Senate Plnanoe Committee. I am 
smt boasting about our committee, but 
we spent more than 10 days working 
at this big bill and 1 thank the distin-
guished minority leader for suggesting 
that aome of us may understand It all. 
I would not want to bet the store on 
that proposition. We understand a 
ttttle about each provision. Senator 
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Loac may understand It all, but the 
chairman does not. 
When we completed action, even 
though we had some dJffrrvnccs on 
the various parts, the vote on the final 
product was 20 to 0. and we have only 
tO members on the committee—11 Re-
publicans and • Democrat*. Every 
member of the Finance Committee 
voted for the product It is my hope 
that the members of the Finance 
Committee will form a nucleus for 
support of the bill to help us retain 
this packate. 
That does not suggest that there 
might be good amendments lurking 
out there that should not be adopted; 
but if they lose revenue, it is going to 
be difficult for us to accept those 
amendments, unless there Is some 
offset. Then, perhaps we can work out 
an accommodation. 
I am told that there may be 10 
amendments floating around, which Is 
not too many for a tax bill. The Sena* 
tor from Ohio advised me that he has 
about that many but that he Is willing 
to move with aome dispatch on his 
amendments. 
So the point I wish to make Is that 
we understand thst the stakes are 
high. We believe thst If we put togeth-
er something that finally passes Con-
tress and reaches the President's 
desk—something In the neighborhood 
of $140 billion to $160 billion or $170 
billion wtt a 6-year period—it will 
have a positive Impact on the markets, 
and we hope It will have an impact on 
Interest rates. I am not an expert, but 
at least It should have some Impact on 
Interest rates, and It will be* an Indica-
tion to the American people—Demo-
crats and Republicans or independents 
or whatever—that we are not suffering 
from total paralysis in Congress. 
I have aaid on this floor before that 
t hope the administration would be a 
little more aggressive In their efforts 
for deficit reduction. I am very pleased 
to aay now—not because of anything I 
have aaid—that the President Is fully 
on board, that virtually c\ery provl-
aJon In the tax bill, as I understand It, 
has the blessing of the administration; 
that everything done In the Finance 
Committee, so far as spending reduc-
tion ft concerned, has the blessing of 
the administration. 
In fact, we were asked that question 
by different members as we went 
through the bill: "Is this provision 
supported by the President or support-
ad by the administration?" 1 think I 
can safely aay—there may be a few ex-
ceptlons—that nearly every provision 
Is supported by the administration. 
We did make changes In aome of the 
health procraras. We considered 
•pending reductions in our committee 
before we considered revenue changes, 
because many soembera Indicated that 
they would not tote for revenue 
changes unlem they were certain we 
would do something on the spending 
aide. So we did something so the 
spending side—Dot as much as aome 
would like, maybe a tttUe 
others would like. But we had a unani-
mous vote on mokt of these provisions. 
Madam President, %'t continue to 
hear a lot of rhetoric In this body, and 
on the campslgn trail, about the prob-
lem of the deficit. It Is easy to get 
agreement that we need a serious 
effort to begin closing the budget gsp. 
But. as the members of the Finance 
Committee have found over the past 
few months, It Is not so easy when you 
get down to specific policies and pro-
grams Speeches lamenting our budget 
problem may be fashionable, but they 
do not take one dime of the deficit. 
The fact Is that It Is easy to vote for 
resolutions and Issue press releases. 
But neither of those things force the 
kind of tough decisions needed to cut 
apending and raise revenue. But with 
the legislation now before us. we final-
ly find ourselves In a position to do 
something about those deficit* we reg-
ularly decry. 
I will not recite the familiar reasons 
why we must get control of the 
budget. Senators are by nom painfully 
aware of the damage that yearly $200 
billion deficits would Inflict on our re-
covering economy. Instead. I pose Just 
one question: Is there a Senator, Con-
gressman, business, or labor leader, 
economist, or President who would not 
feel better about our economic future 
If the deficit was lower? 
The answer Is obvious. The most 
threatening cloud on the economic ho-
rizon Is the deficit. Enacting a signifi-
cant deficit-reduction package would 
cause consumer and business confi-
dence to soar. I offer as proof the tre-
mendous response to the passage of 
TEFRA in 1982. This display of con-
gressional responsibility caused Inter* 
est rates to tumble and set off a stock 
market rally that pushed up equity 
nearly $0 percent In a year. TEFRA 
helped set the stage for a vigorous eco-
nomic expansion that has brought the 
unemployment rate down by 2.9 per-
centage points: The strongest labor 
market recovery since 1948. 
The stakes this year are different, 
but no less Important. TEFRA helped 
to kick the economy off dead center; 
this year our goal Is to remove the 
major Impediment to a prolonged, bal-
anced, noninflatlonary recovery. 
No one In this Chamber Deeds con-
vincing: We all are for lower deficits. 
The question Is how to s?t there. To 
bring It off will require courage, skill, 
and compromise. 
We now have a chance to enact a 
package that la balanced and fair. The 
goal-slicing $150 billion off the cumu-
lative deficit of 1500 to $600 billion we 
anticipate over the next I years—may 
ID fact be too modest. But It Is a goal 
we can reach, and It Is far more than 
many believed we would do Just a few 
months ago. Even If we do not touch 
off a ticker-tape parade down Wall 
Street, at least we can dispel some of 
the gloom that has been plaguing the 
financial markets. 
Slake no mistake, this Is only a 
downpaynacnt an future deficit reduc-
tion. By enacting this package In an 
election year. Congress and the admin-
istration will be making a good faith 
commitment thst we will do whatever 
Is necessary to cut deficits and keep 
the recovery alive In 1965. 
We all wish this package were larger. 
But we have to be realistic. Any 
amendment to Increase revenues sig-
nificantly above the level that the Fi-
nance and Ways and Means Commit-
tees have reported likely would attract 
a veto. And mhile I would favor deeper 
apending cuts, the votes Just are not 
there in this election year. 
6o this Is a balanced, but fragile 
package. The Finance Committee pro-
visions would share $72.5 billion from 
deficit* through fiscal year 1987. In-
cluding $24.5 billion In outlay savings 
and $46 billion in revenue gains. In ad-
dition, the work of other committees 
contained In this bill would reduce 
outlays by another $9.6 billion. 
It seems to this Senator that Is 
worth the effort. And once this bill Is 
enacted. I am willing to support any 
responsible effort to do more to lower 
deficits. 
•SAITS mOGSAKS 
Madam President, the spending re-
ductions proposed by the committee 
Include measures already pending in 8. 
2062. with some modifications agreed 
to this year, plus some new proposals. 
For the most part, they affect medi-
care, the largest health program under 
the Jurisdiction of the committee. In 
considering spending reductions the 
committee was concerned with the 
rate of growth in the medicare pro-
gram. 
The administration estimates that 
current law benefit and administrative 
outlays under medicare will be 676J 
billion in fiscal year 1965. 
I might add that that Is a program 
we started out. I think, at $4.7 billion 
In 1967. 
Of this amount, benefit payments 
will account for $74.6 billion. This rep-
resents an increase of 15.9 percent over 
fiscal year 1964 benefit paymenU of 
664.6 billion. 
Both In terms of total outlays and 
total benefits per enrollee receiving re-
imbursement, the rate of growth for 
part B of medicare, the "supplemen-
tary medical Insurance program.** con-
tinues to exceed that for part \ the 
hospital Insurance program. The In-
crease In part A benefits per enrollee 
receiving care are 66 percent higher 
than the projected fiscal year 1965 
medical care component of the CPI. 
but the Increase In part B benefits are 
100 percent higher. 
In medicare the spending provisions 
primarily address part B. the supple-
mentary medical Insurance (SMI) pro-
gram. In fiscal year 1964. the general 
fund of the VM Treasury will have to 
contribute an estimated 616.6 billion 
to the 6MI trust fund in order to keep 
It solvent That general fund obliga-
tion Is expected to grow by 16.6 per-
cent to 619 billion In fiscal year 1965. 
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The major provision affecting SMI 
would hold reasonable charges of all 
physicians to prior year levels for a 12-
month period, followed by a limited 
fee freeze imposed on those physicians 
mho do not accept assignment over the 
next 12 months. 
Along with the freeze, a voluntary 
participating system mould be estab-
lished for medicare. By agreeing to ac-
cepting assignment in sdvsnce for all 
services for all medicare pttlcnU, par-
ticipating physicians would agree to 
accept the medicare determined allow-
ance as payment In full except for 
cost sharing amounts. Nonpsrticipat-
ing physicians could continue to 
accept or reject assignment on a claim-
by-claim basis. 
This limit on physician payments 
under part B is designed to moderate 
the double digit growth that has oc-
curred in physician fees. 
They have gone up. as I recall, an 
average of about 11 percent per year. 
We have worked on this, I might 
suggest, with the American Medical 
Association, and with other physician 
groups. They ha\e committed them-
aelves to helping us work out some 
way to dissuade physicians from pass-
ing on the costs to beneficiaries which 
would not be a very happy result. 
I might say there is a feature piece 
In this week's National Journal. Which 
came to our office this morning, dis-
cussing physicians* fees and how we 
are going to control these in the out-
years. 
Madam President, we would like to 
know that our actions effectively limit 
any ahlfting of cost savings Intended 
for physicians onto beneficiaries. 
While this Senator understands that It 
Is not feasible to monitor each individ-
ual physician's response, we do expect 
the Secretary to very closely monitor 
any fees. While some physicians may 
want to accept fewer medicare assign-
ments as a result of this proposal, the 
committee has Included provisions to 
offer Incentives for physicians to take 
assignment and better inform benefici-
aries as to which physicians do so. 
For example, the Secretary would 
establish electronic billing transmis-
sion lines and simplified billing proce-
dures for beneficiaries with approved 
medigap or group health Insurance 
coverage In addition, the Secretary 
would be required to publish lists indi-
cating the assignment experience for 
each physician and establish toll-free 
hot lines for the same purpose. This 
should help beneficiaries to better 
•elect physicians who take assignment 
The committee proposals to Increase 
the financial stake of beneficiaries 
should help bring cost sharing more to 
line with the cost of the benefits pro-
vided under part B. In fiscal year 1964 
each premium dollar being paid by 
beneficiaries Is being mstched by $1.40 
from the VS. Treasury to keep the 
SMJ program solvent Without the 
committee's premium provision, by 
fiscal year 1990 the OS. Treasury will 
have to Biatch tach beneficiary dollar 
with $4.60 to maintain the trust fund 
solvency of SML 
Msdam President, we are aware of 
the pending insolvency in the hospital 
Insurance trust fund, part A of medi-
care. Congress has acted to restrain 
growth of hospital costs, the largest 
single component of part A's cost, but 
that will not be enough. To bring the 
part A trust fund into actuarial bal-
ance mill require a great deal more 
effort by the committee. Our propos-
als cannot restore the part A trust 
fund to solvency, but they are a neces-
sary first step. 
Hospital insurance, part A, benefits 
for fiscal year 1985 are projected to be 
$50.7 billion. $6.6 billion or 15 percent 
higher than fiscal year 1984. Inpatient 
hospital services will account for 95 
percent of part A benefit payments. 
The major provision In our bill 
which reduces spending, limits the 
rate of increase In payment to hospi-
tals. We recognize the tremendous im-
provement that has been made in the 
health status of the elderly by medi-
care, and in considering spending re-
ductions we sought to protect one of 
the most Important programs the 
Nation offers Its citizens. 
Our bill also makes a few changes in 
the medicaid program. The adminis-
tration project total Federal-State 
medicaid costs for fiscal year 1985 at a 
$41.4 billion: The Federal share Is 
$23.2 billion. This is a 14.5-percent in-
crease over fiscal year 1984. attributa-
ble in part to the discontinuation of 
the current C£ percent reduction In 
Federal payments. 
The principal medicaid change Is to 
extend the current reduction in Feder-
al matching payments to the States 
for $ more years. The reduction would 
be set at 3 rather than 4.5 percent, but 
offsets which allow the States to de-
crease the Federal reduction would be 
permitted as under current law. The 
committee also recommends outlay in-
creases for children and pregnant 
women through the medicaid program 
and maternal and child health block jrant, as well as Increased medicaid 
spending ceilings for Puerto Rico and 
the territories. 
Madam President, given the size of 
the Federal deficit the health pro-
Cram proposals recommended by the 
committee do make aensible spending 
reductions but they also reflect the 
committee's concern for directing 
spending to where It Is most needed. 
Including modest Increases where ap-
propriate. 
So I suggest that the things that we 
did do In this health care field were 
minimal Indeed. 
And I also suggest that we had good 
bipartisan support for all of thoce pro-
The Finance Committee carefully re-
viewed the entitlement programs 
which fall within the Income mainte-
nance area. A limited number of provi-
sions were adopted by the committee 
dealing with the aid to families with 
dependent children CAFDC) program 
and the supplemental security income 
CSS1) program. The provisions ap-
proved generally deal with overlapping 
benefits and administrative simplifica-
tion and efficiency. 
The two AFDC provisions with the 
greatest budget Impact are the re-
quirement for a standard AFDC assist-
ance filing unity and the requirement 
that a minor AFDC parent mu£l live 
with her own parents when possible. 
Both of these provisions were adopted 
by the Finance Committee and the 
Senate last year, but were dropped In 
conference with the House. The 
changes are supported by the Ameri-
can Public Welfare Association and 
were adopted by the committee with-
out disagreement 
The other AFDC provisions and the 
single SSI provision are basically tech-
nical In nature, clarifying provisions In 
the lsw dealing with the earned 
Income disregards the use of communi-
ty mork experience programs by Fed-
eral agencies and, in the SSI program, 
a clarification of the procedures to be 
used to recoup overpayments under 
that program. An amendment mas 
adopted by the committee which 
would provide that the earnings of a 
full-time student would be excluded 
from consideration when determining 
a family's eligibility for AFDC bene-
fits. This amendment has a negligible 
cost and conforms the treatment of 
student earnings with that established 
for earnings under the Job Training 
Partnership Act of 1982. 
Madam President, the proposals ap-
proved by the Finance Committee In 
the income maintenance area were ap-
proved basically because they repre-
sented good policy. Some have deficit 
reduction Impact, others have no 
Impart or a negligible impact. We be-
lieve they represent worthwhile re-
forms In these important social wel-
fare programs. 
SOCIAL sscvarrr rsovxsxoas 
The committee bill includes several 
changes in aocial security, most of 
which aire of s technical nature. The 
one important exception is a provision 
which modifies the coverage of certain 
religious organizations under social se-
curity. As my colleagues will recall. 
the 1983 Social Security Amendments 
extended mandatory aocial security 
coverage to the employees of all non-
profit organizations—including 
churches and other religious organiza-
tions. Rather than allowing voluntary 
participation, as under prior law, such 
organizations are now required to 
withhold the soda! security (FICA) 
tax from each employee and also pay 
the employer share of the tax. This 
provision has crested a great deal of 
confusion and concern among mem-
bers of the religious community, who 
•aw this as a serious violation of the 
•eparation of church and state. 
At the urging of Senator Jrrsm, the 
Finance Committee held a public 
hearing on this Issue In December. As 
Addendum 17 
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House bill 
Repeals the time limitations on these provisions and makes them 
a permanent part of the law. Effective October 1,1984. 
Senate amendment 
No provision. 
Conference agreement 
The conference agreement follows the House bill but would 
extend the provisions until October 1,1987. 
24. Parents and Siblings of Dependent Child Included in Filing 
Unit 
Present law 
There is no requirement in prese.it law that parents and all sib-
lings be included in the AFDC filing unit. Families applying for as-
sistance may exclude from the filing unit certain family members 
who have income which might reduce the family benefit. In addi-
tion, a mother who is a minor may be excluded if she is supported 
by her parents However, if she has no income of her own which 
may be attributed to her child, the child may qualify for assistance 
as a one-person unit. The income of the minor parent's parents is 
not considered in determining the eligibility of the child. 
House bill 
No provision. 
Striate amendment 
Requires States t) include in the filing unit the parents and all 
minor siblings living with a dependent child who applies for or re-
ceives AFDC. SSI rt'ipienls and stepbrothers and stepsisters are 
excluded from this requirement In addition, if a minor who is 
living in the same home as his pare'rits applies for aid as the parent 
of a needy child, the income of the minor's parents would be count-
ed as available to the filing unit The cules that wouldbe used in 
determining The amount of available income would be the same as 
arc currently used in counting the income of stepparents Effective 
April 1,1984. 
Conference agreement • ••%••-> « «*••.• m.*~— <• .• -^•. f^* . - . . 
The .conference agreement •follows the Senate amendment i*ith 
the following modification: amontnlv disregard of $50 of child sup-
port received by a family is established The disregard is a* ulied at 
eligibility determination and benefit calculation. The prt* ision is 
effective October 1,1384. 
25. Households Headed by Minor Parents 
Present law 
A minor parent who has a child, and who leaves home, may 
apply for ArDC as a separate family unit The income of the par-
entk of the minor parent la not presumed to be available to the 
minor parent, brcause they are not sharing the household. 
Addendum 18 
Senate Print 98-169, Data and Materials for the Fiscal Year 1985 
Finance Committee Report Under the Congressional Budget Act, 
1007-1009 (March, 1984). 
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We have assumed an enactment date of May IW4 for the pur-
pose of aatimatinf proviaiona that would bocome affective upon an-
nctment. 
The authorisation estimates art ahown at ehanfte from the CBO 
baseline The estimates assume corresponding appropriation action. 
The estimate* art bated on preliminary craft language and on 
Committee descriptions of the proposal! Since finsl languags was 
not available, the estimates should be considered preliminary. 
The eetimatea include the provisions in the ependini title Alao 
included art spending estimstas for provision* included In the Ui 
title that have spending implications 
< Estimated cost to Mate and local tovernmente The estimatad 
Change to Slate and local budget* rssuit from several major provi-
sions The income vtrificttion propoaa! would result in aula aav-
ififi in AFDC, SSI, and Medicaid Chanfing the AFDC fllini unit 
Would rtault in elate saving* in AFDC and elate costs in Medicaid 
Additional state Medicaid costs would also result from the atten-
tion of the Medicaid penalties The net estimated eost to state and 
local budgets as shown below. 
M O O , ^ . . V rKOM fclSI 
WJUTCtfOT 
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9. Eliminate mandatory utilization review.—The Administration 
budget proposes to eliminate the requirement for utilization review, 
in hospitals and skilled nursing facilities. The Administration esti-
mates that this proposal will reduce outlays for fiscal year 1984 by 
(58 million. 
10. Reduce rtimburtement to home health agencies for durable 
medical equipment—The Administration budget proposes to reim-
burse home health agencies for durable medical equipment at 80 
percent (rather than 100 percent) of reasonable cost. The agencies 
would be permitted to bill beneficiaries for the remaining 20 per-
cent. The Administration estimates that this proposal will reduce 
outlays for fiscal year 1984 by $15 million. 
11. Competitive procurement of laboratory services, durable medi-
cal equipment and other medical supplies.—The Administration 
budget proposes to employ competitive purchasing procedures for 
the procurement of laboratory services, durable medical equip-
ment, and other medical supplies. The Administration estimates 
the proposal will reduce outlays for fiscal year 1984 by $9 million. 
12. Eliminate waiter of provider liability for uncovered services — 
The Administration budget proposes to eliminate the waiver of lia-
bility provision under which payment is made for certain uncov-
ered or medically unnecessary care if the institution could not have 
known payment would be disallowed. The Administration esti-
mates that this provision will reduce outlays for fiscal year 1984 by 
$10 million. 
IS Program management.—-The Administration budget proposes 
several initiatives including changing the basis for processing medi-
care hospital claims, eliminate the end-stage renal disease (ESRD) 
program networks and eliminate a separate Part B contract carrier 
for the railroad retirement board. The Administration estimates 
that the claims processing provision will reduce outlays for fiscal 
year 1984 by $3 million; the elimination of ESRD networks will 
reduce outlays for fiscal year 1984 by $4.5 million; and the provi-
sion relating to the railroad retirement board will reduce outlays 
by $1.5 million. 
14 Increased revenues for hospital insurance.—-The Administra-
tion budget proposes a number of tax law changes which will result 
in increased social security tax revenues into the Health Insurance 
trust fund. These include taxing employee health benefits, applying 
•ocial security tax to nonprofit organizations, and prohibiting State 
and local government agencies from dropping out of the Social Se-
curity system. The Administration estimates that these proposals 
will increase revenues to the Hospital Insurance Trust Fund by 
$322 million in fiscal year 1984. 
MEDICAID 
The Administration's fiscal year 1984 budget contains several 
legislative and one regulatory Initiative designed to achieve a re-
duction of $7 million in fiscal year 1983 and $293 million in fiscal 
yaarl964. 
76 
Ltfislstlvt lnlUalhas 
J. Eeouired Cost-Sharing by Medicaid Recipients.—The Adminis-
tration budget would mandate the imposition of the following co-
payment amounts: 
—For the categorically needy, $1 per visit for physician, clinic, 
and hospital outpatient department services; 
—For the medically needy, $1.50 per visit for physician, clinic, 
and outpatient department services; 
—For the categorically needy, $1 per day for inpatient hospital 
services; 
—For the medically needy, $2 per day for inpatient hospital serv-
ices. 
The Administration estimates that this proposal will reduce Fed-
tral outlays by $249 million in fiscal year 1984. 
f. Improve third-party collections.—The Administration budget 
proposes to require, as a condition of medicaid eligibility, that an 
applicant assign his or her health insurance rights to the State 
medicaid agency. The Administration estimates that this proposal 
will reduce outlays in fiscal year 1984 bv $6 million. 
S. Simplified handling of cross-over claims.—The Administration 
budget proposes to require that medicare/medicaid claims on 
behalf of individuals dually eligible for medicare and medicaid, be 
processed a single time bv the medicare carrier. The carrier would 
make the payment to the provider; the State medicaid agency 
would make the appropriate pavment to the medicare carrier. The 
Administration estimates that this proposal will reduce outlays for 
fiscal year 1984 by $1 million. 
4. Extend reduction in Federal payments—The Administration 
budget proposes to extend indefinitely the existing provisions relat-
ing to reductions and offsets in Federal matching payments over 
the fiscal year 1982-1984 period. The reduction would be 8 percent 
for fiscal year 1985 and beyond. The Administration estimates that 
the proposal will have no cost impact in fiscal year 1984; it will 
reduce outlays in fiscal year 1985 by $525 million. 
$. Impact of changes in other program.—The Administration 
budget Isproposing a number of changes in AFDC which will 
reduce AFDC caseloads. Since medicaid eligibility is linked to eligi-
bility for AFDC, medicaid savings are also anticipated. The Admin-
istration budget is also proposing a number of modifications in 
medicare (primarily increases in required beneficiary cost-sharing 
charges), which will result in increased medicaid costs on behalf of 
dual recipients. The Administration estimates reductions in outlays 
for fiscal year 1984 of $93 million due to AFDC changes. It esti-
mates increases in outlays for fiscal year 1984 of $56 million due to 
medicare changes. 
Bcfulatsry latektto 
J. Third party liability collections—The Administration budget 
proposes to require State Child Support Enforcement (CSE) agen-
cies to petition the court to include medical support as part of the 
child support order whenever health care coverage is available to 
the absent parent at a reasonable cost. In addition improved infor-
mation exchange would be required between the CSE and medicaid 
agencies on the availability of health insurance coverage. The Ad-
Addendum 20 
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Should be made, and the Managing Trustee, 
throufh the Division of Disbursement of the 
Treasury Department, and prior to any action 
thereon by the Oenera) Accounting Office, 
ahal] make payment In accordance with the cer-
tification of the Secretary (except that In the 
case of (A) an Individual who will have complet-
ed ten years of service creditable under the 
Railroad Retirement Act of 1937 145 V£C 
S2Sa et acq 1 or the Railroad Retirement Act of 
1S74 145 U.S.C. S31 ct seg). (B) the wife or hut* 
band of such an Individual. (C) any survivor of 
such an Individual If auch survivor Is entitled, 
or oould upon application become entitled, to 
an annuity under section 2 of the Railroad Re-
tirement Act of 1974 (45 U-6 C S3 la), and (D) 
any other person entitled to benefit! under sec-
tion 202 of this Act (42 U.S.C. 402) on the basis 
of the wases and self-employment Income of 
such an Individual (except a survivor of such an 
Individual where such Individual did not have a 
current connection with the railroad Industry, 
as defined In the Railroad Retirement Act of 
1974. at the time of his death), such certifica-
tion shall be made to the Railroad Retirement 
Board which shall provide for such payment or 
payments to such person on behalf of the Man-
aging Trustee in accordance with the provisions 
Of the Railroad Retirement Act of 1974): Pro-
vitUd, That where a review of the Secretary's 
decision Is or may be sought under subsection 
<g) of this section the Secretary may withhold 
certification of payment pending such review. 
The Managing Trustee shall not be held per* 
aonally liable for any payment or payments 
made In accordance with a certification by the 
Secretary. Q) Dirtct cr latin* estttfVestfoa 
When It appears to the Secretary that the In-
terest of an applicant entitled to a payment 
would be served thereby, certification of pay-
ment may be made, regardless of the legal com-
petency or Incompetency of the Individual enti-
tled thereto, either for direct payment to such 
applicant, or for his use and benefit to a rela-
tive or some other person. 
IS) Paymtau la fewea^ettets 
Any payment made after December SI, 1939, 
tinder conditions set forth In subsection (J) of 
this section, any payment made before January 
I, 1940, to. or on behalf of, a legally Incompe-
tent Individual, and any payment made after 
December SI, 1939, to a legally Incompetent In-
dividual without knowledge by the Secretary of 
Incompetency prior to certification of payment. 
If otherwise valid under this subchapter, shall 
be a complete settlement and satisfaction of 
any claim, right, or Interest In and to such pay-
seenL 
CI) Defafetlsa at pavers mi Arties by Ssoelary 
The Secretary Is authorised to delefate to 
any member, officer, or employee of the De-
partment of Health, Education, and Welfare 
tasifnated by him any of the powers conferred 
wpon him by this section, and Is authorised to 
be represented by his own attorneys In any 
eourt In any case or proceeding arising under 
the provisions of subsection (e) of this section. 
(m) Repeals*. Aag. SS, 19M, efc §99, UOe I 
f !91<tX2),§4 8UL4SI 
fa) Jelat peymeats 
The Secretary may, In his discretion, certify 
to the Managing Trustee any two or more Indi-
viduals of the same family for Joint payment of 
the total benefits payable to such Individuals 
for any month, and If one of such Individuals 
dies before a check representing such Joint pay-
ment Is negotisted, payment of the amount of 
such unnegotiated check to the surviving Indi-
vidual or Individuals may be authorised In ac-
cordance with regulations of the Secretary of 
the Treasury; except that appropriate adjust-
ment or recovery shall be made under section 
404(a) of this title with respect to so much of 
the amount of such check as exceeds the 
amount to which such surviving Individual or 
Individuals are entitled under this subchapter 
for such month. 
(0) Crediting of coespefieailon enter Sailreai letfae-
stent Act 
If there Is no person who would be entitled, 
upon application therefor, to an annuity under 
section S of the Railroad Retirement Act of 
1974 (45 VSC. 231s] or to a lump-sum pay-
ment under section 6(b) of such Act (45 U.S.C. 
331e(b)], with respect to the death of an em-
ployee (as defined in such Act), then, notwith-
standing section 410(sX10) of this Utle. com-
pensation (as defined In such Railroad Retire-
ment Act, but excluding compensation attribut-
able as having been paid during any month on 
account of military service creditable under sec-
tion 3(i) of such Act (45 U.S.C. 231tXi)3 If wages 
are deemed to have been paid to such employee 
during such month under subsection (a) or (e) 
of section 417 of this title) of such employee 
shall constitute remuneration for employment 
for purposes of determining (A) entitlement to 
and the amount of any lump-sum death pay-
ment under this subchapter on the basis of 
such employee's wages and self-employment 
Income and (B) entitlement to and the amount 
of any monthly benefit under this subchapter, 
for the month In which such employee died or 
for any month thereafter, on the basis of such 
wages and self-employment Income. Per such 
purposes, compensation (as so defined) paid In 
a calendar year shall. In the absence of evi-
dence to the contrary, be presumed to have 
been paid In equal proportions with respect to 
all months In the year In which the employee 
tendered services for such compensation. 
(p) gptcis) miss la east of latere) serrlct 
CD With respect to service Included as em-
Iloyment under section 410 of this title which i performed In the employ of the United States 
or In the employ of any Instrumentality which 
Is wholly owned by the United States, Including 
service, performed as a member of a uniformed 
service to which the provisions of subsection 
If HI) of such section are applicable, and includ-
ing service, performed as a volunteer or volun-
teer leader within the meaning of the Peace 
Corps Act (22 U-BC. 2501 et acq), to which the 
provisions of section 41CKo) of this title are ap-
plicable, the Secretary ahal) not make determi-
nations as to whether an Individual has per-
formed such service, the periods of such service. 
• « t TITLE 42-THE PUBUC HEALTH AND WELFARE Page Ui 
(B) After the eiplrmUon of the time limlUtlon 
following any year in which wages were paid or 
alleged to have teen paid to. or self-employ-
Kent income was derived or alleged to have 
been derived by. an individual, the Secretary 
may change or delete any entry with respect to 
wages or self-employment income in his records 
Of such year for such individual or include in 
his records of such year for such individual any 
omitted item of wages or aelf-employment 
Income but only— 
USe* main edition for tat of GO to (OJ 
CD) to transfer items to records of the Rail-
toad Retirement Board if such items were 
credited under this subchapter when they 
ahould have been credited under the Railroad 
Retirement Act of 1937 or 1074 (45 XJSC. 
326a et seq.. 131 et seq.J. or to enter items 
transferred by the Railroad Retirement 
Board which have been credited under the 
Railroad Retirement Act of 1937 or 1974 
when they ahould have been credited under 
this subchapter; 
IS** main edition for text of it) to (JOJ 
CI) to enter items which constitute remu-
neration for employment under subsection (o) 
of this section, such entries to be in accord-
ance with certified reports of records made by 
the Railroad Retirement Board pursuant to 
section 5(kK3) of the Railroad Retirement 
Act of 1937 145 VJBC 228e(kX3)] or section 
7(bx7) of the Railroad Retirement Act of 
1974 (45 UJS.C. *31f(bM7)); or 
15** main edition for U^t ofiJ\ ($) to (f V(d)J 
fe) 3*4 iclal emfomatut of sebpcmat; eoatenpt 
In ease of contumacy by, or refusal to obey a 
•ubpena duly served upon, any person, any dis-
trict court of the United State* for the Judicial 
district in which said person charged with con-
tumacy or refusal to obey is found or resides or 
transacts business, upon application by the Sec-
retary, ahall have Jurisdiction to issue an order 
requiring such person to appear and give testi-
mony, or to appear and produce evidence, or 
both; any failure to obey such order of the 
court may be punished by said court as con-
tempt thereof. 
Use main edition for iezt of (J) and (g)J 
fb) FWlhy et Secretary*! iirtstis 
The findings and decision of the Secretary 
after a hearing ahall be binding upon all indi-
viduals who were parties to such hearing. No 
findings of fact or decision of the Secretary 
ahall be reviewed by any person, tribunal, or 
governmental agency ticept as herein provid-
ed. No action against the United State*, the 
Secretary, or any officer or employee thereof 
ahall be brought under section 1131 or 1946 of 
title U to recover on any claim arising under 
this subchapter. (I) Ctrtlfkatiea 1st payaoat 
Upon final decision of the Secretary, or upon 
final Judgment of any court of competent Juris-
diction, that any person Is entiUed to any pay-
ment or payments under this subchapter, the 
Secretary shall certify to the Managing Trustee 
the name and address of the person so entiUed 
to receive such payment or payments, the 
amount of such payment or payments, and the 
time at which such payment or payments 
ahould be made, and the Managing Trustee, 
through the Fiscal Service of the Department 
of the Treasury, and prior to any action there-
on by the General Accounting Office, ahall 
make payment in accordance with the certifica-
tion of the Secretary (except that in the case of 
CA) an individual who will have completed ten 
years of service creditable under the Railroad 
Retirement Act of 1937 (45 U.S.C. 228a et seq.) 
or the Railroad Retirement Act of 1974 (45 
U.6 C. 231 et seq], (B) the wife or husband of 
such an individual, (C) any survivor of such an 
Individual if such survivor is entitled, or could 
upon application become entitled, to an annuity 
under aectlon 2 of the Railroad Retirement Act 
of 1974 (45 V£C. 231a], and (D) any other 
person entitled to benefit* under section 402 of 
this title on the basis of the wages and self-em-
ployment income of such an individual (except 
a survivor of such an individual where such in-
dividual did not have a current connection with 
the railroad industry, as defined in the Rail-
road Retirement Act of 1974, at the time of his 
death), such certification shall be made to the 
Railroad Retirement Board which ahall provide 
for such payment or payments to such person 
on behalf of the Managing Trustee in accord-
ance with the provisions of the Railroad Retire-
ment Act of 1974): Provided, That where a 
review of the Secretary's decision is or may be 
sought under subsection (g) of this section the 
Secretary may withhold certification of pay-
ment pending such review. The Managing 
Trustee shall not be held personally liable for 
any payment or payments made in accordance 
with a certification by the Secretary. 
0) Certification for iinet er Indirect payment; torns-
Ugation; aeeovitUfcUJty attiUtorUg; cetpiioai; 
report* to Congnet 
(1) When It appears to the Secretary that the 
Interest of an applicant entitled to a payment 
would be served thereby, certification of pay-
ment may be made, regardless of the legal com-
petency or incompetency of the individual enti-
tled thereto, either for direct payment to such 
applicant, or for his use and benefit to a rela-
tive or some other person. 
(2) Any certification made under paragraph (1) for payment to a person other than the indi-
vidual entitled to such payment must be made 
on the basis of an Investigation, carried out 
either prior to auch certification or within 
forty-five days after auch certification, and on 
the basis of adequate evidence that such certifi-
cation is in the interest of the Individual enti-
tled to such payment (as determined by the 
Secretary In regulations). The Secretary ahall 
ensure that such certifications are adequately 
reviewed. 
(IKA) In any case where payment under this 
gubchapter Is made to a person other than the 
Individual entitled to such payment, the Secre-
tary ahall establish a system of accountability 
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monitoring whereby guch penon shall report 
not leas often than annually with respect to the 
use of such payments. The Secretary shall es-
tablish and Implement statistically valid proce-
dures for revieming guch reports In order to 
Identify Instances in which guch persons are 
not properly using such payments. 
(B) Subparagraph (A) shall not apply In any 
case where the other person to whom such pay-
ment is made Is a parent or spouse of the Indi-
vidual entitled to such payment who lives In 
the game household as such Individual. The 
Secretary shall require such parent or spouse to 
verify on a periodic basis that such parent or 
spouse continues to live In the same household 
as such Individual. 
(C) Subparagraph CA) shall not apply In any 
ease where the other person to whom such pay-
ment Is made Is a State Institution. In such 
cases, the Secretary shall establish a system of 
accountability monitoring for Institutions In 
each State. 
(D) Subparagraph (A) shall not apply In any 
ease where the Individual entitled to such pay-
ment Is a resident of a Federal Institution and 
the other person to whom such payment Is 
made Is the Institution. 
CE) Notwithstanding subparagraphs CA), CB). 
CO. and (D), the Secretary may require a 
report at any time from any person receiving 
payments on behalf of another, If the Secretary 
has reason to believe that the person receiving 
guch payments is misusing such payments. 
C4XA) The Secretary ahall make an Initial 
report to each Bouse of the Congress on the 
Implementation of paragraphs (2) and CI) 
Within 270 days after October S. 1SS4. 
CB) The Secretary shall Include as a part of 
the annual report required under section S04 of 
this title. Information with respect to the Im-
plementation of paragraphs (2) and (3), Includ-
ing the number of cases in which the payee was 
changed, the number of eases discovered where 
there has been a misuse of funds, how any such 
eases were dealt with by the Secretary, the 
final disposition of such eases, Including any 
criminal penalties imposed, and such other in-
formation as the Secretary determines to be ap-
propriate. 
Use maim edition forUxtcJ <*)) 
CI) Delcgattoa ef pewtn sad ietks by Secretary 
The Secretary to authorised to delegate to 
any member, officer, or employee of the De-
partment of Health and Buman Services desig-
nated by him any of the powers conferred upon 
him by this section, and is authorised to be rep-
resented by his own attorneys In any court In 
any ease or proceeding arising under the prob-
a ta* of subsection (e) of this section. 
Uar mala edition forUxttfiwDto Co)) 
Cp) Special rmltt la sase sf Fedm! swvke 
CD With respect to service included as em-
epyment under section 410 of this title which performed In the employ of the United States 
er in the employ of any instrumentality which 
Is wholly owned by the United States. Including 
service, performed as a member of a uniformed 
service to which the provisions of subcortical 
CfXl) of such section are applicable, and Includ-
ing service, performed as a volunteer or volun-
teer leader within the meaning of the Fcace 
Corps Act 122 UJ5 C. 2501 et seq.l, to which the 
provisions of section 410(o) of this title are ap-
plicable, the Secretary shall not make determi-
nations as to whether an Individual has per-
formed such service, the periods of such service, 
the amounts of remuneration for such service 
which constitute wages under the provisions of 
section 409 of this title, or the periods in which 
or for which such wages were paid, but shall 
accept the determinations with respect thereto 
of the head of the appropriate Federal agency 
or Instrumentality, and of such agents as guch 
head may designate, as evidenced by returns 
filed in accordance with the provisions of sec-
tion SI22 of the Internal Revenue Code of IS54 
and certifications made pursuant to this subsec-
tion. Such determinations ahall be final and 
conclusive. 
tSee main edition for tat of it) sad (JV Cg)) 
tr) Use ef 4mih eettlftcatcs lo correct progreai tafor-
mattoa 
CI) The Secretary ahall undertake to establish 
a program under which* 
CA) States (or political subdivisions thereof) 
voluntarily contract with the Secretary to 
furnish the Secretary periodically with infor-
mation (in a form established by the Secre-
tary In consultation with the States) concern-
ins Individuals with respect to whom death 
certificates (or equivalent documents main-
tained by the States or subdivisions) have 
been officially flied with them; and 
CB) there will be (i) a comparison of such In-
formation on such Individuals with Informa-
tion on such Individuals in the records being 
used in the administration of this chapter. Cli) 
validation of the results of such comparisons, 
and (Hi) corrections in guch records to accu-
rately reflect the status of such individuals. 
(2) Each Bute (or political subdivision there-
of) which furnishes the Secretary with Infor-
mation on records of deaths in the Bute or sub-
division under this subsection may be paid by 
the Secretary from amounts available for ad-
ministration of this chapter the reasonable 
costs (established by the Secretary In consulta-
tions with the States) for transcribing and 
transmitting guch information to the Secretary. 
CI) In the case of Individuals with respect to 
whom federally funded benefits are provided by 
(or through) a Federal or State agency other 
than under this chapter, the Secretary ahall to 
the extent feasible provide such information 
throush a cooperative arrangement with guch 
agency, for ensuring proper payment of those 
benefits with respect to such Individuals If— 
CA) under such arrangement the agency 
provides reimbursement to the Secretary for 
the reasonable cost of earning out guch ar-
rangement, and 
CB) guch arrangement does not conflict with 
the duties of the Secretary under paragraph 
CD. 
C4) The Secretary may enter into similar 
agreements with States to provide information 
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CI) Csrtlfketiea far 
Upon final decision of the Becretary, or upon 
final Judgment of any oourt of competent Juris-
diction, that any person is entitled to any pay-
ment or payments under this subchapter, the 
Becretary shall certify to the Managing Trustee 
the name and address of the person so entitled 
to receive ruch payment or payments, the 
amount of such payment or payments, and the 
time at which such payment or payments 
should be made, and the Managing Trustee, 
throuf h the Fiscal Servioc of the Department 
Of the Treasury, and prior to any action there-
on by the Oeneral Accounting Office, ahall 
make payment in accordance with the certifica-
tion of the Secretary (except that in the case of 
CA) an individual who will have completed ten 
S>an of service credJtable under the Railroad etirement Act of 1937 (45 V£C 22Ba et aeq.J 
or the Railroad Retirement Act of 1974 (45 
VSC. 231 et seq). (B) the wife or husband of 
ouch an individual, (C) any survivor of such an 
individual if such survivor is entitled, or could 
upon application become entitled, to an annuity 
under section 2 of the Railroad Retirement Act 
of 1974 (45 UJSC. 231al. and (D) any other 
person entitled to benefits under section 402 of 
this title on the basis of the wages and self-em-
ployment income of such an individual (except 
a survivor of such an individual where such in-
dividual did not have a current connection with 
the railroad industry, as defined in the Rail-
road Retirement Act of 1974, at the time of his 
death), such certification shall be made to the 
Railroad Retirement Board which ahall provide 
for such payment or payments to such person 
on behalf of the Managing Trustee In accord-
ance with the provisions of the Railroad Retire-
ment Act of 1974): Provided, That where a 
review of the Secretary's decision Is or may be 
ooufht under subsection (g) of this section the 
Becretary may withhold certification of pay-
ment pending such review. The Managing 
Trustee shall sot be held personally liable for 
any payment or payments made in accordance 
with a certification by the Secretary. 
(J) Ctftiftcattoft for direct m b^trtct payment; htv**-
ligation; accottntaailitj snonitodjig; caetytioas; 
seport* le Congress 
11) When ft appears to the Secretary that the 
Interest of an applicant entitled to a payment 
would be served thereby, certification of pay-
•lent may be made, regardless of the legal com-
petency or incompetency of the individual enti-
tled thereto, either for direct payment to such 
applicant, or for his use and benefit to a rela-
tive or some other person. 
<2) Any certification made under paragraph (1) for payment to a person other than the indi-
vidual entitled to such payment must be made §g* the basis of an investigation, carried out 
either prior to such certification or within 
forty-five days after such certification, and on 
the basis of adequate evidence that such eertlf I-
emtion Is In the Interest of the Individual enti-
tled to such payment Cas determined by the 
Secretary In regulations). The Secretary ahall 
ensure that ouch certifications are adequately 
reviewed. 
CIKA) In any eaee where payment under this 
iobchapUr is made to a person other than the 
Individual entitled to such payment, the Secre-
tary ahali establish a system of accountability 
monitoring whereby such person ahall report 
not leas often than annually with respect to the 
use of such payments. The Secretary ahall es-
tablish and implement statistically valid proce-
dures for reviewing such reports in order to 
Identify instances in which such persons are 
not properly using such payments. 
<B) Subparagraph (A) shall not apply In any 
case where the other person to whom such pay-
ment is made is a parent or spouse of the indi-
vidual entitled to such payment who lives In 
the same household as such individual. The 
Secretary ahall require such parent or spouse to 
verify on a periodic basis that such parent or 
spouse continues to live in the same household 
as such individual. 
(C) Subparagraph (A) ahall not apply In any 
case where the other person to whom such pay-
ment is made is a State institution. In such 
eases, the Secretary ahall establish a system of 
accountability monitoring tor Institutions In 
each Bute. 
CD) Subparagraph CA) ahall not apply In any 
case where the individual entitled to such pay-
ment is a resident of a Federal institution and 
the other person to whom such payment Is 
&ade is the institution. 
(E) Notwithstanding subparagraphs CA), OB), 
CO, and CD), the Secretary may require a 
report at any time from any person receiving 
payments on behalf of another, if the Secretary 
has reason to believe that the person receiving 
guch payments is misusing such payments. 
(4KA) The Becretary ahall mate an Initial 
report to each Bouse of the Confreas on the 
Implementation of paragraphs (2) and CI) 
within 270 days after October 0,1**4. 
CB) The Secretary shall include as a part of 
the annual report required under section 004 of 
this title, Information with respect to the im-
plementation of paragraphs (2) and (3), Includ-
ing the number of cases In which the payee was 
changed, the number of cases discovered where 
there has been a misuse of funds, how any such 
oases were dealt with by the Secretary, the 
final disposition of such cases, including any 
criminal penalties imposed, and such other in-
formation as the Secretary determines to be ap-
propriate. 
ISee main •diHon for Uxi of <*)] 
(DDeltgeiiee of pevanaatfdvtias by Secretary 
The Secretary Is authorised to delegate to 
any member, officer, or employee of the De-
partment of Health and Human Services desig-
nated by him any of the powers conferred upon 
him by this section, and is authorised to be rep-
resented by his own attorneys In any oourt In 
any case or proceeding arising under the provi-
sions of subsection ce) of this section. 
Use m*in edition fortgxt*f{m)U> Co)) 
Ce) Special ndss In east of Peitral service 
fl) With respect to eerrice Included as cm-
Soyment under section 410 of this title which performed in the employ of the United States 
or In the employ of any Instrumentality which 
Addendum 21 
of 1965: summary and kegisiatxve nxs^uty,
 u ^ ^ . 
Social Security Amendments of 1965: 
Summary and Legislative History 
IY WILBUR J. COHEN AND I0BE1T At IAIL* 
WITH THE SIGNING on July SO, 1*65, of 
JUL 6675, the Social Security Amendments of 
1965 became law. The historic legislation. Public 
Lew 99-97, establishes two ooordinated health 
insurance programs for the aged and makes a 
number of substantial improvements in the 
existing old-age, survivors* and disability insur-
ance (OASDI) program and other programs 
tfider the Social Security Act 
The most aignificant changes fat the social 
SKurity system are the following: 
L Establishment of two related national health 
insurance programs for the aged—»(a) a basic 
plsn affording protection against the costs of 
hospital and related care, and (b) a voluntary 
•upplementary plan covering payments for phy-
ftcitas' services and other medical and health 
*rrkes> 
1 A 7-percent increase in OASDI benefits. 
1 Liberalixation of the definition of disability, 
1 Liberalization of the retirement test 
I. Payment of benefits to eligible children 
K*d 18-21 who are attending school. 
I Payment of benefits to widows at age 10 
* u actuarially seduced basis. 
J. Coverage of self-employed physicians. 
•• Coverage of tips as wages. 
9. Liberalization of insured-stetus require-
ments for persons already aged T2 or over. 
10. Increase to $6,600 in the contribution end 
fcfttfit base. 
21- Increase in the contribution rate schedule. 
A t Amendments include the following import* 
*** changes in the public assistance titlrj of the 
* * * ! Security Act.1 
* * r . Ostta It L'adtr termer? of Meet*. Bderetlea. 
T* *t«feit eed Sir. Bell is t ie CeMissteatr eC 
mt
**l toeerit?. 
^\*** s trttf eeeiMrr ef tfce etedeiwits sfscttai 
vwfc M a u m eed tt» meterasl and rfcild fctelt* 
• * i eeikl weJftf* | M C T » M . m% pscv«It~t?. Wriftrt 
:?*'**'"» CWftfart *d»lai«retl*a). Ascuet t0C\ eer-
2 » • leeUUtirt t i « * r j eed s teller tesrrtptee eC t*e 
***** »*vHlMn * M L B+t. 
1. Establishment, under a new title, of a pro-
gram to provide medical assistance for needy or 
medically needy aged, blind, or disabled persons 
and dependent children. 
2. Increased Federal sharing in assistance 
payments to the eged, the blind, the disabled, and 
dependent children. 
9. Removal of limitations on Federal pertici-
pation in assistance payments with respect to 
aged persons in tuberculosis and mental disease 
hospitals under certain conditions. 
4. New or increased amounts of. income received 
by assistance recipients that may be disregarded 
in determining need. 
The major changes in the maternal and child 
health and child welfare services are the follow-
ing: 
1. Increase in the annual authorizations of 
Federal funds for the three programs. 
2. Authorization of special project grants to 
provide comprehensive health care for children 
of low-income families. 
Background tod Legislative History 
of the Insurance Provisions 
•"The Social Security Amendments of 1965 em-
body the most far-reaching social security legis-
lation to be enacted since the original Social 
Security Act was passed 10 years earlier. The 
law closes one of the major gaps in the economic 
security of the elderly by providing protection 
Against the high costs of hospital and medical 
cere, and it brings the existing OASDI program 
more in line with current economic and social 
conditions. 
Bills to provide hospital insurance and related 
health benefits as part of the social eecurity eye* 
tern have been introduced in every Congress 
eince 1052. The proposals did not receive active 
congressional consideration, however, intil 1958, 
+*m. X 
when Representative Forand (Dn ILL) intro-
duced a bill that became the subject of testimony 
in public hearings before the Committee on Weys 
and Means of the Koute of Representatives on 
the Social Security Amendments of 2058. The 
Committee concluded that more information was 
needed before legislation could be recommended, 
and oo further action was taken on the proppsal 
at that time. 
In 1959 and 1060 pie Committee on Ways and 
Means held public hearings on several proposals 
to amend the Social Security Act, including 
another bill (HJt 4700) introduced by Repre-
sentative Forand to provide "insurance against 
the costs of hospital, nursing-home, and surgical 
cervices for persons eligible for old-age and sur-
vivors insurance benefits.11 The Committee, after 
careful review of the many proposed solutions to 
the problem of meeting health costs in old apt, 
concluded that Federal action was necessary but 
did not recommend adoption of the proposal for 
hospital insurance under the social security sys-
tem. Instead, the Committee recommended addi-
tional medical assistance for the needy aged 
through liberalizations in the Federal-State pub-
lic assistance programs. This proposed medical 
assistance legislation was later modified by the 
Senate Finance Committee, and the result was a 
new program of medical assistance for the aged. 
Before its passage, Senator Clinton P. Anderson 
(I)., K. Max.), Senator John F. Kennedy (Dn 
Mass.) and eight other Senators proposed adding 
a program of hospital insurance for persons aged 
•8 and over who were eligible for OASDI bene-
fits. The amendment was defeated by a vote of 
SI to 44. 
The medical assistance legislation — often 
referred to as the "Ken-Mills" program—won 
bipartisan support and was enacted on Septem-
ber 18, 19*0, as part of H i t 12580 (P. L» K* 
778). These amendment* made Federal matching 
grants available to the States to help finance 
programs of medical assistance for older per-
tons who do not receive old-age assistance pay-
ments hot who cannot afford necessary modi ail 
tart. The legislation also provided increased Fed-
eral grants to help the States furnish mors nearly 
adequate medical aid to aid-age assistance 
incipient*. 
With the election of President Kennedy b 
lKOft the proposal for hospital insurance for the 
aged under the Social Security Act became part 
of the Administration's legislative program. In 
1DC1 the Administration-sponsored hospital in* 
euranee proposal was contained in bills intro-
duced by Representative King (I>n Calif.) and 
by Senator Anderson (Dn K. Max.) and Senator 
Jarits (R., N.Y.). 
In 1062, Senator Anderson proposed, as an 
amendment to the public welfare bill, hospital 
insurance as part of the social security system. 
Tlie Senate voted 62 to 46 to table the. amend* 
ments, and no further action was taken on the 
proposal by the Eighty-seventh Congrest 
ACTION IN THE IIGHTY-f ICHTH CONGRESS 
In his State of (he Union Message of January 
14,1063, President Kennedy urged the new Con-
gress to enact a program of health insurance for 
the aged under the Social Security Ail. He elab-
orated on this theme in both his special Message 
on a Health Program, submitted to Congress on 
February 7, and in his special Message on El-
derly Citizens of Our Nation, submitted on Feb-
ruary 21. In the latter message, the President 
recommended not only the enactment of a pro-
gram of hospital insurance for the elderly but 
also numerous improvements in the OASDI pro-
gram, such as increases in benefit amounts and in 
the contribution and benefit base. Representative 
King and Senator Anderson again introduced 
the proposed hospital insurance legislation on 
behalf of the Administration; the two compan-
ion bills were introduced on February SI, 1061 
On July 7,1064, the House Committee on Wsys 
and Means reported out H.R. 11865, which pro-
vided for a number of major improvements in 
the social security program, including a (-per-
cent increase in cash benefits and extension of 
coverage to additional groups. Although propos-
als for a hospital insurance program for the aged 
ware considered b}r the Committee, the propo-
nents did not request that the Committee tote_ 
cither on the hospital insurance measure or en 
any changes in medical assistance for the aged. 
HJt. 11865 was passed by the House by s volt of 
•88 to 8. 
The Senate Finance Committee itjoeted pro-
posals to add to H J t 11865 hospital insuimnes 
lor the aged within the framework of the social 
t 
security program. During the Senate debate on 
JUL 11865, howeyert an amendment to provide 
such a program was adopted by a vote of 40 to 
44, and tht Senate subsequently passed the bill by 
a tote of 40 to 88. The Conference Committee 
fsiled to reach agreement on the hospital insur-
ance part of the bill as passed by the Senste9 and 
H-R. 11865 died in the Conference Committee 
when the Eighty-eighth Congras came to an and 
on October 4, Ittt. 
CONCSLSSIONAI ACTION IN IMS 
• s the Eighty-ninth CongTess convened on 
January S9 1965, there was every indication that 
major social security legislation related to both 
health insurance and increased cash benefits 
would be on its agenda for early consideration. 
The improvements in OASDI that had failed to 
be enacted 3 months earlier because the Confer* 
once Committee did not agree on the hospitr) 
insurance provisions of HJL 11865 were con-
sidered to be noncontroversial. It was also gen-
trally conceded that the November elections had 
insured passage by the House of any hospital 
insurance legislation that the Committee on Ways 
and Means might report out. Finally, the House, 
h an unusual action, changed the composition of 
the Ways and Means Committee—shortly after 
Congress convened—to reflect the large majority 
that the Democrats held in the House of Repre-
tentative*. 
On January 4,1065v Representative King intro-
duced HJl. 1—<he Administration's proposals 
lor hospital insurance and improvements in the 
OASDI program as well as in the public assist-
•nee programs. Senator Anderson introduced the 
companion bill, S. 1. The King-Anderson bills 
contained a number of the provisions that had 
been considered by Congress in 1064. 
The major provisions of HJL 1 were: 
L Hospital insurance for the aged. 
1 A general increase of T percent in cash 
"%mefit& 
1 An b o n a * to $5,000 in the oontribution 
• i d fane* base. 
4. An increase in the oontribution schedule. 
i* Coverage of self-employed doctors. 
t» Coverage of tips. 
T. Enenaion of the period for tling proof of 
support and fling application lor lump-sum 
death payments. 
It Automatic recoraputatkm of benefits. 
Actian of Wop end M M M Committee 
On January 27 the Committee on Ways and 
Means began executive sessions on the King-
Anderson bill and other bills, particularly HJL 
888, which was introduced by Representative 
Byrnes (1L, Wis.)—the ranking minority mtm-
ber of the Committee. The OASDI provisions of 
H.K 288 were similsr to those in HJL 11665, but 
there was no provision for hospital insurance. 
Two other bills, which would have provided 
health insurance benefits for the aged under a 
system-not related to social security, also received 
the Committee's attention. The "Eldercare" pro-
posal—identical bills, HJL 8727 ind H.R. S728 
—was made by Representative Herlong (D., Fla.) 
and Representative Curtis (R-, Mo.). This pro-
posal would have modified the provisions of the 
Kerr-Mills program to encourage the States to 
provide medical assistance for the aged, the blind, 
and the disabled in the form of private health 
insurance coverage. 
The second proposal, HJL 4351, was intro-
duced by Representative Byrnes and was sup-
ported by five of the eight Republican Commit-
tee members. It would have established a Federal 
health insurance program for the aged, financed 
from Federal general revenues and from premi-
ums paid by participants. Enrollment would have 
been voluntary, and prtmium amounts would 
have been scaled to the amount of the partici-
pant's OASDI benefits. 
After 2 months of deliberations, Chairman 
Mills introduced HJL 6675, embodying the de-
cisions made during the executive sessions of the 
Committee. The new bill provided for two related 
health insuranc4 programs. The first was^ a basic 
program, under the social security system, of pro-
tection afainst hospital and related health costs, 
aimilsr to the program proposed by the King-
Anderson bill. Unlike that bill, however, the 
Committee's bill called for financing by an earn* 
fogs taa identified separately from the present 
oocial security taaea. 
The second health program for the aged pro-
posed in the Committee's bill was a voluntary 
AllSlH. M H M B M l 3 
program of protection afainst the eoct of phy* 
aicians' and certain other medical and health 
cervices not covered under the basic program. The 
supplementary program was to be financed by 
premiums from enrollees and a matching amount 
paid by the Foderal Government from Federal 
las manual* 
The Oommittee'e reasons for recommending the 
health insurance programs were stated in its ft* 
port9 as foljows: 
Altkovffe fear t t M t t t t t fcrUtvat taat t*t Km-aliUs 
IrfUlttlofi at a vfcolt h*i fctva vtry e*atStla) to tat 
a*«4j a f H la aar reontry. It feat aom eaacludt* tfcst 
IS* e*trtl! aatlonat aroblett af adtqoau a>*dlcal eart 
for the atr* aat aot t**o mti to the esttat itvirtd 
•ftdtr tsUUof WfitlstloB tecauat af tat fallart af aojot 
aUatta to Uopltaxat to tbt eittat asUclpattd aad U u 
tat eilstl&s pt9znm It laadtnoatt to aolrt the prob» 
Urn. Tour coBmltUc, tfctrtfore. Sat eoee)ao>6 that a 
aaort comprtbtaftjTt Ftdtrml program as to acta per* 
soa* «a* caa teattt jr aad prottctioe affordtd Is tvqalred. 
TWrtfore, a U r n fold approach to ateet tats astioaal 
problem aaa leva dt re loped first, eiact joor coram It-
tot atlltTtt Uat Co'eraaxot actios should aot fee Uav 
Itrd to •Jtaioro taat aomitt tat agtd aalj after tbty 
ka*v aacont attd/, your eottnltut recomstodt mort 
adrqoAtt aad ftatiblt a«iltb lasaraae* arottctioa aader 
two atparmtt but cosplei&eaUr? profTettf wbicb woold 
eaetiibott toward a**kiat ecoaoslc arcartt? la atd as* 
Store raalUtlc, a aaort atari; attaiaablt goat for saoat 
a\sotritaaa la addition, four commute* rtcommtodj 
• . . a atrraftbtotDC af tat satdlcal aai lit tact prorisioas 
• f tbt SoeUl Serarltj Ad ao that adequate satdkal aid 
aaaj I t provided for aotdj paople. 
In addition to the OASDI provisions of H J t 
1, the Committee adopted the following pro-
Visions of HJL 888: 
L Payment of actuarially reduced benefits to 
widows at age 60. 
2. Pajment of child's insurance benefiu after 
attainment of age 18 and op to the age of 22 for 
a full-time student 
S. Pajment of benefits to oertsin oninsured 
persons alreadj aged 72 and ovtr who hart fewer 
than • ejuerters of coverage mnder transitional 
prorisions that would permit benefits to be paid 
w the basis of 1,4, or I quarters of coverage. 
4. Provision for anembtrs of certain religious 
•acts to be asempt from social tacuritj eel f-em-
ployment taxes apon application accompanied bj 
0 waiver of all benefits and other pejments mnder 
the Social Becuritj Act 
•festal iarvHfy Jamtfaml* af $W: ***** #/ la* 
pmmmiiUn am Way* M i Jfeaa* m BJL ST7J, (Bomat 
aWpoct *e> fil* a*ta Oaa*% lat sam)t la*5, past SO. 
6. An increase from $1,600 to $2,400 in the 
maximum amount of gross farm income that 
farmers may use in computing covered farm 
eel f-employment income mnder the optional 
method of reporting such income, 
6. An increase from $1,700 to $2,400 in the 
apan of earning* over which *$1 in benefiu is 
withheld for each $2 in earnings. 
The Committee also adopted the following pro* 
visions: 
1. Psjment of wife's or widow's benefits to a 
divorced wife aged 62 or over if ahe had been 
married to the worker for at least 80 years and 
if her divorced husband was making a substantial 
-contribution to her support when he became an-
titled to benefits or died, and restoration of bene-
fit rights that 4tert terminated bj remarriage if 
the marriage ended in divorce after 20 years. 
$. Exclusion from gross income of a aelf-cm-
ployed person who has attained age 65, for re-
tirement test purposes, of royalties received in 
or after the year of attaining age 65 from a copy-
right or patent obtained before that year. 
8. Elimination of the requirement that a 
worker's disability must be expected to result in 
death or to be of long-continued and indefinite 
duration, and provision instead for an insured 
worker to be eligible for disability benefits if 
totally disabled throughout a continuous period 
of at least 6 calendar months. 
4. Psyment of disability benefits beginning 
with the last month of the 6-month waiting per* 
Sod rather than after the 6-month waiting period. 
H i t 6675 was reported to the House of Bep-
reaenutives on March £9. On April 6, after S 
days of debate on K.R. 6675 under a dosed rule, 
the House passed the bill, without amendment, by 
a vote of 613 to 115. 
Action of Semte Rnonce Committee 
The Senate Finance Committee held 15 days of 
public bearings (April » through Hay 19) en 
H J t 6675. In testifying lor the Administration 
the Secretary of Health, Education, and Welfare, 
Anthony J. Celebraxse, endorsed the proposed 
health insurance programs for the aged and rec-
ommended adoption with only one anajor change* 
k 
The Secretary tocommtnded that physicians1 
itrvioes in the fields of radiology, anesthesiology, 
pathology, and physical medicine be covered 
under the hospital insurance program rather 
than the supplementary program, where the ecrv-
iocs am furnished through an arrangement under 
which the physician bills for his services through 
the hospital 
Throughout the public hearings of the Senate 
Finance Committee, testimony centered on the 
proposed health insurance programs. Opposition 
to the programs came largely from the American 
Medical Association and various State and local 
soedical societies. The American Medical Asso-
ciation based its opposition on the belief that 
the programs would eventually lead to Govern* 
ment intervention into the practice of medicine. 
Some medical groups, however, testified in sup* 
port of the health insurance provisions of the 
During executive sessions, the Senate Finance 
Committee adopted the Secretary1! recommends* 
lion, as proposed in an amendment by Senator 
Douglas (Dn U).). Under this proposal, the pro-
fessions! services of radiologists, anesthesiolo-
gists, pathologists, and physistrists, when pro-
vided under arrangements with hospitals, would 
be covered under the hospital insurance plan 
father than under the supplementary plan (as the 
Bouse bill bed provided). The Committee also 
iuemsed the maximum duration of hospital 
benefits from 60 days to ISO, with the last 60 days 
of benefits subject to coinsurance psyments by the 
beneficiary, and adopted eereral changes that 
liberalised benefits under the two proposed health 
ksurance programs. 
In addition, the Committee adopted a number 
of changes in the cash benefits provisions of the 
hill, including the following: 
L liberalisation of the House-approved retire-
ment test provision by increasing to $1,800 the 
*Anual amount of earnings exempt from the test, 
*7 extending the $l-for»$2 adjustment span to 
fc£00 with a $l-for-$l adjustment on earnings 
tbovt $3,000, and by raising to $150 the amount 
tttte beneficiary may earn in a month and still 
• * fill benefit* for that month. 
1 Amendment of the definition of disability 
•• faquirs that a qualifying disability be one that 
MS lasted or ean be expected to last at least 18 
»°*ths (insiead of I, as under the House bill). 
t. Deletion of the Rouse provision under 
which payment of disability benefits would have 
started with the sixth full month of disability 
rather than the seventh month, as under present 
law. 
4. Addition of a provision under yrhieh dis-
ability benefits under the Social Security Act 
would be reduoed to take account of workmen^ 
compensation payments when the combined 
monthly benefits exceed 80 percent of the recipi-
ent's average monthly earning! before his dis-
ablement. 
6. Coverage of tips as self-employment income 
rather than as wages. 
6. Payment of benefits to a child based on his 
father's earnings, without regard to State law, 
if the father was supporting him or had a legal 
obligation to do s6. ' * 
7. Continuation of benefit payments based on 
#a former'spouse'i earnings record, at the rate of 
60 percent of his or her primary insurance 
amount, to widows aged 60 or over and to wid-
owers aged 62 or over who remarry. 
6. Restoration of the benefit rights lost because 
of remarriage for divorced wires, widows, sur-
viving divorced wives, and surviving divorced 
mothers who ere not currently married. 
9. Addition of a provision authorizing limited 
expenditures from social security trust funds to 
reimburse State agencies for vocational rehabili-
tation services furnished to selected disability 
insurance beneficiaries. 
10. Addition of a provision for payment of dis-
abled child's benefits to a child who is disabled 
before reaching age 22 (instead of age IB, as 
under present law). 
11. Addition of a provision under which an 
affiliated group of corporations would be con-
sidered a single employer for purposes of deter-
mining the maximum amount of annual wages 
subject to the employer tax. 
12. Addition of a provision authorising the 
Secretary to make disability determinations in 
those eases thst can be promptly adjudicated on 
the basis of readily available medical and other 
evidence. 
IS. Revision of the financing provisions of the 
Bouse bill to provide a $6,600 contribution and 
benefit base, effective for 1966, and a contribution 
late schedule under which rates would be some-
what lower in the immediate future than under 
^^^•••^^ ^^FUBBBi l^MP 5 
the Roust-passed, bill but higher over the long 
nxa. 
The Finance Committee reported the bill on 
June SO. 
SoMtt floor ftotote 
A number of amendments were edo*pted during 
the Senate debate, including the following: 
1. Removal of the 120-day limit on the pay-
menf of inpatient hospital benefits; benefits be-
yond the aixtieth dsy would be reduced by ft 
ooinsurance payment of $10 a day. 
ft. Elimination of the requirement under the 
basic hospiul insurance plan that a person must 
hare been in a hospital or extended-cart facility 
in order to be eligible lor home health benefits. 
t. Appointment, to be made by the Secretary, 
of an Advisory Council on Social Security to 
make a comprehensive study of nursing hotnes 
and other extended-care facilities. 
4. Provision lor the Secretary to itudy the 
feasibility of covering prescription drugs under 
the supplementary medical insurance plan. 
I. Reduction in the age of eligibility lor cash 
benefits to 60 lor everyone, with the benefits re-
duced to take account of the longer period over 
which they will be paid. 
C. Exclusion of the increase in benefits under 
the Social Security Act from income considered 
lor purposes of determining a person's eligibility 
lor, or the amount of, a veteran's pension. 
7. Payment of disability insurance benefits to 
blind persons on the basis of 6 quarters of cov-
•rag*, without respect to their capacity to work. 
t. Requirement that the most recent addresses 
of husbands and parents who have deserted their 
families be discloaed to a State public welfare 
agency or ft court. 
t. Addition of ft provision under which adop-
tion by a brother or sister would not terminate a 
child's benefits. 
10. Revision of the contribution cehedule to 
provide lor slightly higher rates to meet the cost 
#1 the changes made on the Senate floor. 
The Senate rejected a number of amendment*. 
They included proposals to (1) provide lor an 
automatic t-pertant OASDI benefit increase 
whenever there is a *-pereent increase in the cost 
of livingf by a vote of 21 lor and 64 against; (2) 
provide under the tvro health insurance programs 
lor alternate variable deductible amounts related 
to a person's income-tax liability, by a vote of 40 
lor and 62 against; (3) delete the health insur-
ance provisions, by a vote of S€ lor and 64 
against; (4) delete the provision lor compulsory 
coverage of self-employed physicians and interns, 
by a vote of 41 lor and 50 against; and (5) pro-
vide that a worker under age SI may qtSalify lor' 
disability insurance benefits if he had been in 
covered worlc lor at least half the period between 
the date he attained age 21 and the time he be-
came disabled, by a voice vote.* The Senate re-
jected, by a vote of 26 lor and (3 against, a 
motion to recommit the bill to the Finance Com-
mittee, with instructions to report the bill back 
immediately after eliminating the health insur-
ance provisions ond report later a bill providing 
medical insurance lor the aged patterned after 
the health insurance program now in effect lor 
retired civil-service employees, with premiums 
paid by those covered except those unable to psy. 
On July 9 the Senate passed HJR. $675, with 
amendment, by a vote of 68 to 21. 
CONFERENCE COMMITTEE ACTION AND 
ENACTMENT 
On July 14 the House and Senate conferees 
met to settle the differences betwsenn the two 
versions of JLR. 6676. On July 26 the conferees 
filed their report 
The bill as reported by the conferees departed 
from the Senate version in the following signifi-
cant respects: 
1. Adoption of the House provisions lor cov-
ering the professional services of cert sin hos-
pital-based specialists under the supplementary 
medic*] insurance program rather than under 
the hospital insurance plan. 
ft. Adoption of a compromise provision under 
which inpatient hospital benefits can be paid lor 
a maximum of 90 days in a spell of illness; bene-
fits lor the first 60 days would be rsduosd by s 
$40 deductible amount, and benefits lor each day 
beyond the aixtieth would be reduced by a coin-
•uranoe payment of $10. 
t . Adoption of the House provisions inquiring 
* 
that a person must have been fai a hospital or 
tstended-cart facility in order to be eligible for 
home health benefit! under the hospital insurance 
program. 
C Rejection of the Senate provisions wider 
which a atudy of nursing homes and other ax-
|snded<are facilities would ban been made by 
an Advisory Council on Social Security and 
wider which the Secretary would hare been re-
quired to m*k% a atudy of the feasibility of COT-
•ring the cost of drugs under the supplementary 
medical insurance plan. 
f. Adoption of a compromise provision mnder 
which the amount that a beneficiary may tarn in 
a year and get full benefits for the year ia in* 
creased from $1,200 to $1,500, with an increase 
from $100 to $125 in the monthly measure; $1 in 
benefits is withheld for each $2 of earnings above 
$1,500 and op to $2,700 a year and for each $1 
of earnings thereafter. 
I Deletion of the Senate provision wider 
which the eligibility age for cash benefits would 
have been reduced to age $0 for everyone. (The 
provision under which widows can elect to get 
benefits at age $0 was retained) 
7. Adoption of a compromise provision under 
which cash tips are covered as wages for social 
security and income tai withholding purposes, 
except that employers are not required to pay 
the aocial aecurity employer tax on tips. 
t. Deletion of the Senate provision mnder 
which the increase in benefits under the Social 
Security Act would have been excluded from 
oountable income in determining eligibility for 
end the amount of a veteran's pension. 
I. Deletion of the Senate provision mnder 
which an affiliated group of corporations would 
bavt been considered a eingle employer in deter* 
ftiining the maximum amount of annual wages 
•abject to the employer tax 
10. Deletion of the Senate provision mnder 
which childhood disability benefits would have 
fctfl payable to a child who became disabled 
before teaching age 22* 
II. Deletion of the Senate proviaion mnder 
*fcieh the Secretary would have been authorised 
to make disability determinations in certain cases. 
I I Adoption of a compromise providing for 
(*) the payment of benefits to Mind workers aged 
**-*5 who are mnable to engage in their mauat 
**vpttion and who are mot doing substantial 
work; and (b) an alternative disability insured-
status requirementt applicable to workers who 
become blind before reaching age 81, mnder which 
much workers are insured if they have quarters 
of coverage in half the quarters elapsing after 
age SI mp to the time of disablement or, for 
those becoming disabled before age 24, quarters 
of coverage in at least half the IS quarters pre-
ceding the quarter in which they become disabled. 
13. Adoption of a compromise provision mnder 
which the most recent address of a deserting 
parent would be disclosed to a State or local wel-
fare agency if the children are applicants for or 
recipients of assistance, if there is a court order 
for the support of the children, if the agency has 
attempted to obtain the information from all 
other reasonable agurces, and if the information 
is to be used'(by the agency or court) to obtain 
support for the children. 
On July S7 the House adopted the conference 
report by a vote of JOT to 116. On July 29 the 
Senate approved the report by a vote of 70 to 
S4, and the bill was cleared for the President's 
signature. 
On July 80, 1963, H i t 6675 was signed by 
President Johnson and became Public Law 
K-97. 
Summary of Major Provisions 
HEALTH INSURANCE FOB THE AGED 
Public Law 80-97 adds to the Social Security 
Aet a new title XVIII establishing two related 
health inaurance programs for persons aged 65 
and over: (1) a hospital insurance plan providing 
protection agninst the coats of hospital and re-
lated care, and (S) a medical insurance plan cov. 
oring payments for physicians* services and other 
medical and health services to cover certain areas 
not covered by the hospital insurance plan. 
The hospital insurance plan is financed through 
o separate earning! tax and a separate trust fund. 
Benefit a for persons who ore currently aged *5 
and over who are not insured indcr the social 
security or the railroad retirement systems will 
be financed out of Federal general seventies. 
Enrollment in the medical insurance plan ia 
voluntary9 and the plan ia financed by a small 
7 
Tilt District of Columbia Commissioners may 
arrange also for the coverage of temporary* and 
Intermittent employees to be shifted from the 
Federal civil-service retirement system to the 
social security system. Coverage begins after the 
calendar quarter in which the Secretary of the 
Treasury twelves a certificate from the District 
of Columbia Commissioners expressing their de-
air* to have ooverage extended to the a^ffected 
employees. 
£t&U §mi loccJ ccveropc change*. — Another 
opport unity is provided, through 106C, for the 
election of coverage by members of State and 
local government retirement systems mho orig-
inally did not chooe coverage under the divided 
retirement system provision, under which current 
employees have a choice of coverage. Alaska is 
added to the list of States that may use the di-
vided retirement system provision. The* pro* 
visions art effective immediately. 
Iowa and North Dakota are permitted to mod-
ify their coverage agreements with the Secretari-
at Health, Education, and Welfare to exclude 
from coverage aervices performed by students, 
including services already covered, in the employ 
of a school, college, or university in any calendar 
quarter if the remuneration for such cervices is 
less than $50. Tlie modification may specify the 
affective date of the exclusion, but it may not be 
aarlkr than July 90,1*65. 
The past coverage under the social security 
system of employees of certain achool districts 
in Alaska that have been included in error as 
aeparmte political subdivisions under the Alaska 
social security coverage agreements is validated. 
(The employees of the achool districts involved 
should properly have been covered as employees 
of the political subdivisions of which the school 
districts are integral parts.) The provision is 
affective for 1*65 and earlier years; coverage for 
yean after IW5 must be under the general pro-
visions of the law. 
California is permitted to modify its coverage 
agreement to extend coverage to certain hospital 
employees whose positions were removed from a 
State or local government retirement system. The 
State will have until the and of January 2966 to 
lake action wider this provision. 
Maine is given until July 1,1K7 (rather than 
July 1,1M5), to treat teaching and nonteaching
 9 
employees who ait in the aame retirement system 
as though they were under separate retirement 
systems for social security coverage purposes. 
Miscellofieoui Chaafos 
The law also includes a number of adminis-
trative and technical changes, including prx^  
visions relating to the length of time an appli-
cation for benefits is effective,' treatment of 
underpayments $nd of payments to two or sooie 
members of the same family, attorney's itu^ end 
disclosure of the whereabouts of a beneficiary. 
In addition to these changes, the legislation 
revises the provisions authorizing reimbursement 
of the social security trust funds out of genera] 
revenue for gratuitous wage credits for service-
men so that reimbursement will be spread over 
the next 50 years, tether than 10 years. 
Financing Old-Ape, Survivor*, end Disability 
Insurance Amendments 
The old-age, survivor*, and disability insurance 
provisions of the Isw are financed by (1) an in-
crease in the earnings base from £i,S00 to $6,600, 
effective January 1,10C6, and (2) a revised tax 
rate schedule* The revised schedule is shown 
below: 
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An additional 0.20 percent of taxable wages 
and 0.15 percent of taxable aelf-employment in-
come will be allocated to the disability insurance 
trust fund, bringing the total allocation to 0.70 
percent of wages and 0325 percent of aelf-em-
ployment income beginning in I960. 
rUlUC ASSISTANCE AMENDMENTS 
Medico) Assistance Prof r»m 
To provide a more affective program of medi-
cal oars for needy persons! the law establishes 
u 
• program of medical assistance under a Mw 
title of the Social Security Act—title XJDL 
litis title is intended to replica the Kerr-Mills 
law—medical assistant* for the aged—and the 
provisions for direct peymente to suppliers of 
medical care and aerrices under old-age assist* 
enor, aid to the blind, aid to families with de-
pendent children, aid to the pennsnentlj and 
totally disabled, and the consolidated program 
lor the aged, the blind, and the disabled. The 
program may be administered by a State agency 
designated for the purpose, but eligibility is to 
be determined by the State agency responsible 
for administering old-age assistance. 
The program is to include all persons now it* 
•siring assistance for basic maintenance under 
the public assistance titles and also may include 
persons who are able to provide their mainte-
nance but whose income and resources art fiot 
•efficient to meet their medical care costs. Serr-
ioes offertd the former group may be no kss in 
amount or scope than those for the latter group. 
If the medically needy are included, comparable 
eligibility provisions are to apply so that all per* 
eons similarly situated among the aged, the blind, 
the disabled, and dependent children would be 
included in the program. Other medically needy 
children could be included. Ko age requirement 
may be impoced that would exclude any person 
• n r age $5 or, after July 1,1967, under age 21. 
A flexible income test taking medical expenses 
into account would be used. 
The old provisions in the various public as* 
^stance titles of the Act providing vendor medi-
cal assistance terminate upon the adoption of the 
lew program by a State but no later than Decem-
ber 11,1H». 
Beoft #/ wudicvl tsiitenci^—VndtT the old 
provisions, the State has had to provide Some 
institutional and noninstitutional certn under 
the program of medical assistance for the aged. 
There have been no minimum benefit luquire* 
feents with respect to vendor medical payments 
mder the other public asaistance programs. For 
ike new program a State must, by July 1,1M7, 
provide inpatient hospital services, outpatient 
aospital services, other laboratory and X-ray 
•erviees, skilled nursing home services for indi-
viduals aged SI and over, and physician's esrrices 
(whether furnished in the ofioe, the patient's 
kerne, a hospital, or a ekilled nuraing home) in 
order to receive Federal participation in vendor 
medical payments. Other items of medical serv-
ice are optional with the States. 
Eligibility.—Tht law Improves the program 
for the needy elderly by inquiring that the States 
establish a flexible income test that takes into 
account medical expenses; it may not set up rigid 
income standards that arbitrarily deny assist* 
anoe to persons with large medical bills. In the 
eame spirit &e law provides thit no deductible, 
cost-sharing, or similar charge may be impoced 
by the State for hospitalization' under its pro* 
gram and that such a charge on other medical 
cervices must be reasonably related to the vecip* 
*ient9s income or resources. Elderly needy recipi-
ents under the State programs must be provided 
assistance to meet the deductibles imposed by the 
new basic program of hospital insurance. Where 
a portion of any deductible or cost-sharing under 
either program is met by a .State program, it 
must be done in a manner reasonably related to 
the individual's income and resources. Ko income 
can be imputed to an individual unless it is 
actually available, and the financial responsibility 
of an individual for an applicant may be taken 
into account only if the applicant is the individ-
ual's spouse or child who is under age 21 or blind 
or disabled. 
Increased Federal matching. — The Federal 
chart of medical assistance expenditures under 
the new program is determined by a uniform 
formula, with no r i T ^ » m on the amount of 
expenditures subject to participation—the pro-
cedure followed for medical assistance for the 
aged. The Federal share varies in relation to a 
Bute's per capita income; States with a national 
average income receive 85 percent (rather than 
the 50 percent formerly received for medical as-
sistance for the aged), and States at the lowest 
level inceivc as much as IS percent (in contrast 
to 80 percent). 
To receiVe any additional Federal- funds as a 
result of expenditures under the new program, 
the States must continue their own expendi-
tures et their prteent rate. For a specified per* 
fed, no State would receive kss in Federal funds 
because of the new formula than it had in the 
past, and any State that did not teduce its own 
expenditures would be assured of at least a •* 
percent increase in Federal participation in medi-
cal care expenditures. The Federal ehare in the 
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Addendum 22 
Letter num oc^^wu^ __ 
Margaret M. Heckler to President of the Senate George uusn 
(May 25, 1983) (discussing proposed social welfare amend-
ments for 1983). 
t M | M C * t T A * V Of MC A i t M AMD MUMAM ICft V t C t I 
The Honorable George lush 
President of the Senate 
Washington, PC 20510 
Pear Mr* President! 
Enclosed 'for the consideration of the Congress is a draft 
bill "To amend the Social Security Act to maXe..certain program 
and administrative improvements in the programs of aid to 
families with dependent children and supplemental security 
income, and for other purposes." When enacted, the bill may be 
cited as the "Social Welfare Amendments of 1983". Additional-
ly, a section-by-section summary*of the bill, and a table show* 
ing the budgetary effects'of each section for fiscal years 1984 
through 1987,-are enclosed for your convenience* 
The draft bill carries out recommendations in the 
President's budget for fiscal year 1984* These amendments will 
assure that limited Federal and State resources are spent as 
effectively as possible. To this and, several amendments to 
the program of aid to families with dependent children carry 
forward the thrust of improvements made by the Omnibus Budget 
Reconciliation Act of 1981 and the Tax Equity and Fiscal 
Responsibility Act of 1982* The WIN program would be repealed; 
in its place, the community work experience program is 
strengthened and made mandatory, and employment search must be 
required of applicants and recipients. Emphasis is placed on 
assisting applicants and recipients to become self-reliant as 
aoon as possible and to move bacX into regular employment and 
avoid long-term welfare dependency. 
Additionally, this bill contains a group of related amend-
ments to establish uniform rules on the family members who must 
file together for AFDC, and the situations in which income must 
be counted. In general, the parents, sisters, and brothers 
living together with a dependent child must all be included; 
the option of excluding a sibling with1 income, for example, 
would no longer be available. Similarly, if a minor mother 
living with her own parents is receiving aid, her parents9 
income must also be taVen into consideration. Improvements 
such as these are expected to result in payment of AFDC that 
much more realistically reflects the actual borne situation. 
Fege 2 *» The Honorable George Bush 
The AFDC amendments made by title t of this bill are 
expected to reduce Federal costs by (646 million in fiscal year 
1964 and $641 million in fiscal year 1985 (including savings 
attributable to repeal of the Work Incentive (W2H) program 
authorisation)* The 6SX amendment made by section-202 would 
reduce Federal costs by (14 million and (IS million in fiscal 
years 1984 and 19B5# respectively* 
Ve urge that the Congress promptly enact this proposed 
legislation ensuring important fiscal and administrative 
improvements* 
Ve are advised by the Office of Management and Budget that 
enactment of the enclosed draft legislation would be in accord 
with the program of the President* 
Sincerely, 
/ s / larictTit ». ItcWtT 
Secretary 
Enclosures 
COST ESTIMATES FOR THE SOCIAL WELFARE AMENDMENTS CF 1961 
($ in sdlllons) 
1984 1965 1986 1987 
TITLE X—ATDC 
provisions 
Stetlen 101 
Stetlen 102 
Section 101 
Stetlen 104 
Stetlen 10S 
Stetlon 106 
Section 107 
Stetlon 10B 
Stetlen 109 
Stetlon 110 
Stetlon 111 
Stetlen 112 
Stetlon 113 
Stetlen 114 
Stetlon 115 
Stetlon 116 
TITLE ZI—SSI 
Provisions 
Stetlen 201 
Stetlon 202 
-17 
-116 
»252 
•217 
-19 
-5 
•17 -17 -IB 
-139 -139 -141 
-257 -25* -263 
•ntgllgibLi savings-——-— 
*404 -384 -369 
-19 -19 -19 
•ntgligiblt s a v i n g s - — — 
•ntgligiblt s a v i n g s - — — 
•5 -5 -3 
-ntgligiblt s a v i n g s — 
•ntgligiblt s a v i n g s - — — 
•ntgligiblt s a v i n g s — — — 
-ntgligiblt s a v i n g s — — — 
•ntgligiblt s a v i n g s — — 
•ntgligiblt s a v i n g s — — — 
— — n o e f f e c t — — — — — — 
•————ntgligiblt savings—-* 
-14 -15 -16 -17 
Section-by-Seetlon Summary ef 
Social Welfare Amendments ef 1903 
Title 2 - Amendments to 
the AFDC Program 
Exclusion ef Keeds and Income ef Caretaker 
Relative ef Dependont Child Age*26 or Over 
Section 101(a) ef the draft bill vould amend aection 
406(b) of the Social Security Act (the provision defining aid 
to families vith dependent children). 2t would add, as a 
condition on the inclusion of the relative (or spouse of the 
relative) when the youngest dependent child.has attained age 
16, that the relative cot be employable. 
Subseetien (b) vould further amend aection 406 to add a 
definition (appearing as subjection (d)) of the term,"employ-
able"* Zt is defined there to include anyone required to 
register under aection 402(a)(19)(A) and.those excused from 
registration because they are remote from' a WIN aite or because 
they are already working 30 hours per week. 
Subseetion (c) amends aection 402(a)(7) ef the Act to sake 
•xplicit in the atatute the requirement that States consider 
the Income of any parent or atepparent (regardless of whether 
his needs are included) who is living with the dependent child. 
2f his needs are not Included (for reasons other than his 
failure to participate in work and related activities* his 
participation in a strike, refusal to repay overpayments, or 
refusal to assign support), then the so-called "atepparent" 
disregards of paragraph (31), rather than the "recipient" dis-
regards of paragraph (0), ef aection 402(a) will be applied. 
Zt also provides that if the caretaker relative la claiming 
aid, is a minor, and is living with his parent er atepparent* 
bis parent'a or atepparent'a Income will be treated aa 
described in the preceding aentence. 
These amendments will become affective October 1, 1983. 
Parents and Siblings ef Dependent 
Child Zncluded in AFDC Family 
Section 102 ef the draft bill would further amend the plan 
requirements contained in aection 402(a) ef the Social Security 
Act by adding a new requirement that the State include, aa a 
•ember ef the AFDC family (both the seeds and the countable 
income ef) the parents and the minor aiblings ef the dependent 
child for whom aid la claimed and who are living with the 
dependent child if the aiblings are, themselves, deprived ef 
parental aupport er care and under the age limit aelected by 
the State. 
a 
The general inelusionary rule does not, however, include 
stepbrothers and stepsisters of the dependent child nor does it 
include, if the dependent child has attained age 16, the 
employable parent ef the child. Once it has been determined 
that the parent or sibling must be included in the AFpc family 
cjnlt, one consequence is, as vould be made explicit within , 
paragraph (37), thst any income ef the parent or sibling mdst 
be eonsiderod as part of the family** income for purposes of 
determining eligibility and benefit amount, notwithstanding 
section 205(j) of the Social Security Act, in the case,of OASDI 
benefits. This amendment vould become effective October 1, 
1*89. 
Mandatory Adjustment of Shelter 
and Utilities Allowance 
Seetion 203 ef the draft bill would revise section 412 ef 
the Social Security Act, pertaining*'to proration of the shelter 
allowance for an AFDC family 'living as part ef a larger house-
bold. As amended, that section vould require the State to mafce 
some adjustment to reflect the fact that ethers eutside ef the 
AFPC family are sharing the shelter and utilities. The State 
vould have to pro rate (by the ratio of AFPC recipients to 
total household members) the shelter and utilities components 
of both the standard of need and the payment standard or 
develop an alternative adjustment method. The alternative 
vould require the prior approval ef the Secretary, and vould 
bave to result in average reductions (for the part ef the case-
load affected) comparable to those resulting from the (other* 
vise) prescribed prorating ef the shelter and utilities com-
ponents ef the needs and payment standards. This amendment 
becomes effective October 1, 1983. 
Treatment ef Lump-Sum payments to 
Individuals Outside the AFDC Family 
Section 204 ef the draft bill vould clarify one ef the 
AFDC amendments made by the 2981 Omnibus Budget Reconciliation 
Act. 2t dealt vith the treatment by a member ef an AFDC family 
ef non-recurring Income in an amount great enough to cause the 
family to be Ineligible for the month ef receipt. 2n short, 
that amendment required that the period ef the family's ineli-
gibility equal its income for that month divided by the appli-
cable standard. The amendment to be made by the draft bill 
makes explicit that the same approach is applied to income 
received by someone Who is mot an AFDC recipient, in the 
technical sense, but Whose income must be Included in deter* 
tiining the family's eligibility and benefit amount, e.g. step-
parents, and sponsors ef aliens. When the income is received by 
such a person, the "applicable standard" becomes the one that 
would apply to the family if that person and his dependents 
(for federal Income tax purposes) vere included in the grant. 
These amendments would become affective October 1, 2983. 
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VorX Requirements for Applicants for 
and Aecipienta of AFDC 
fection 205 of the draft bill substantially revises the 
requirements for participation in employment related activities 
under the ATDC program. The amendment* modify the description 
Of the class of applicants and recipients vho must participate 
in these activities* and, in place of the.Work Incentive 
Program'tWXH) under part C of title XV of the Social Security 
Act, vhich would be repealed by this section, adds requirements 
that the State'operate employment search and community work 
experience programs (CWIP), as veil as, at the State's option* 
the newly authorited subsidized employment program.. 
Subsection (a) repeals part C of title.XV, the WIN pro-
gram, including related authority for WItf demonstrations. 
Subsection (b) amends section 402(a)(19)(A) of the Act to 
specify the applicants and recipients to Whom the requirements 
apply. Exceptions are made only for (1) a child under 16 er in 
full-time attendance at an elementary, secondary, or vocational 
or technical school, (2) a person vho is ill, incapacitated, er 
age 60 or above, (3) a person needed at home because of the 
illness or incapacity of another family member, (4) the care-
taker relative personally providing care to a child under age 6 
(but the State say require caretakers of younger children, but 
mot younger than age 3, to participate if child care is avail-
able), and (5) a person working at least 30 hours per veek in 
employment other than that supported under the AJDC program. 
Subparagraph (B), as amended, would state that, subject to the 
maximum discussed belo*, the cumber of hours that members of 
one family Bay be required to participate in CWIP in a month 
equals the amount ef its ATDC benefit plus its food stamp 
allotment for such month, divided by the Federal minimum wage, 
(or the State minimum wage, if higher) but not more than 120 
hours per month. (The Secretary is authorized.to prescribe 
regulations for determining the amount of the family's allot-
ment, for this purpose, when the food stamp household includes 
the ATDC family and ethers.) The maximum monthly number of 
hours that CWIP may be required is 120, redueed by hours spent 
in any other employment, and the maximum monthly number ef 
hours in employment search is 160, reduced by hours spent in 
•11 other employment related activities. 
Subparagraph (C) requires the State agency to refer mil 
mon-exempt applicants and recipients to the appropriate 
program. Sech mon-exempt parent in a family receiving benefits 
by reason of the unemployment of the principal earner must 
participate in a CWEP program, and in employment seareh, and 
all other recipients must take part in CWEP and employment 
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search or (if and to the extent the State finds it appropriate) 
in an approved eubsidixed employment program under section 414* 
at added below by this section of the draft bill* and 
employment search* 
Subparagraph (£>) Maintains the same penalties for 
recipients, and extends them to applicants, for falling to 
comply vith the requirements outlined above as are provided 
under current law by section 402(a)(19)(F) for failure to 
register for WIN. In addition, the penalties would be, applied 
to an individual exempt from these.participation requirements 
beeause he is already working at least 30 hours per week if he 
ceased working, or redueed the hours he worked, without food 
cause* 
The remainder ef the subsection repeals ether WIN-related 
provisions in seetion 402(a)* 
Subseetion (c) makes a series ef amendments to the employ-
ment search program recently added to the AFDC lav by the Tax 
Equity.and Fiscal Responsibility Act ef 1982. First, it would 
make mandatory the operation ef such a program within each 
State. Further (in addition to various technical amendments to 
reflect the repeal ef WIN), the paragraph is amended to require 
non-exempt applicants to participate until the application is 
acted upon, recipients who are participating in CWEP to engage 
in job search at intervals and for periods set by the State, 
but at least en a monthly basis, and ether recipients to engage 
in job search en whatever basis the State finds appropriate. 
The subseetion would also add a direction parallel to the 
one existing in section 409 that provision will be Bade for 
eieeting individuals' costs that are necessary and directly 
related to their employment search activities. The Secretary, 
as ender section 409, will establish a ceiling en the monthly 
amount of an individual's costs to be provided by the State. 
Seetion 403, providing for Federal financial participation 
in State costs would be amended by subsection (d)* A new class 
ef payments would be added to the definition ef "erroneous 
•xeess payments" under subsection (1) (the general AFDC error 
rate provision}* Fayaents (measured en the average) would be 
erroneous when made to cases subject to the partieipatlon 
rsquirments ef seetion 402(a)(19)(A), in which the ©on-exempt 
•amber is nonetheless not participating in employment related 
activities, to the extent that such cases axeeed 2SI ef all 
such cases. The percentage ef participation will be measured 
over a period seleeted by the Secretary to correspond to the 
relevant quality control reviews* It also makes various tech-
nical and conforming amendments to seetion 403* 
Subseetion (s) would amend seetion 406(d) (added by 
section 101 ef the bill) to conform the cross-references to the 
emended seetion 402(a)(19)(A). 
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fubseetion (f) vould make various technical amendments to 
aeetion 407 of the Act, the section authorising States to pro-
vide AFDC on the basis ef the unemployment of a parent, reflec-
ting the repeal ef WIN and the participation requirements 
imposed by section 402(a)(19)* 
Subsection (9) vould areend aeetion 4p9, to require a State 
to establish a community vork experience program and to sake 
ether accessary technical and conforming amendments. 
Subsection (h) vould substantially revise aeetion 414 ef 
the Act to authorise Ststes to establish programs,, ef subsidixed 
employment. Section 414(a) would state the objectives ef such 
a program — to make jobs available to ATDC^recipients under 
agreements between the State agency and ;the employer, in aueh a 
Banner as vill aid in moving prople from welfare to unsub-
aidixed employment and assist them In becoming financially 
self-sufficient. 
Section 414(b) vould be revised to require a State plan 
amendment to provide (1) that acceptance 'of a position is 
voluntary, but vill enly satisfy the section 402(a)(19) vork 
requirement for hours vhen the Individual is actually angaged 
in employment activities, (2) that the principal earner in an 
"unemployed parent* family vill not be referred to subsidised 
employment (but vould Instead be required to participate in 
CWEP), (3) that recipients in subsidixed employment vill be 
treated the same as ether employees in similar positions and 
State laws and regulations applicable to employment vill be 
equally applicable to these program participants, (4) that the 
"30 + 1/3" disregard vill not apply to wages earned in sub-
aidixed employment, but that participants vill be considered to 
have been in recipient status so that the "30 + 1/3" vill be 
immediately available in months after the aubsidixed employment 
ends (thus preserving the incentive to enter the regular vork 
force), (5) that subsidixed employment may be provided by any 
employer, 'either public er private, and (6) that the State 
agency may provide part, but mot all, ef the funding for the 
vages (and the employer must contribute to the wages). 
Section 414(c) vould atste that vages earned from sub-
sidised employment are to be considered earned income under any 
prevision ef law. 
Section 414(d) vould authorise the inclusion, for purposes 
ef federal matching as AFDC expenditures, ef amounts provided 
to employers for payment as subsidixed vages, up to the amount 
ef ATOC such a family (vlth so ether income) vould have 
received for the first month ef subsidised employment, reduced 
by the actual AFDC frant for that month, but for mo more than 
Bit months. 
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Section 414(a) expressly waives Statewldeness, but 
requires the State plan to specify the political subdivisions 
(or parts of aubdivieione) in which the subsidised employment 
prograa will be la effect. 
Section 414(f) addressee the relationship between an 
individual's atatus as an employee in eubsidized employment and 
the child support enforcement program. For purposes ef the 
requirements for assignment of support and' cooperatlonr. the 
individual is treated liXe a recipient* and for purposes ef 
distributing collections of support, the amount that the State 
contributes to the wage subsidy, for which it Bay claim 
snatching under aection 403, Increased by any AFPC paid, is 
considered to be aid paid under the plan. 
Subsection (1) provides that these amendments would become 
affective October 1, 1963. 
Households Beaded by Kinor Faraata 
Section 106 ef the draft bill would add a new AFOC plan 
requirement to section 402 of the Social Security Act, ad-
dressing the situation in which a minor parent leaves home, 
establishes a household separate from that ef her parent or 
guardian, and together with her child, ahe claims aid to 
families with dependent children. (In auch case, her parents' 
income would not be counted since she is not living with them). 
Under the new requirement, an Individual below the age aeleeted 
by the State to define a dependent ehild, who has never been 
Berried, and is living apart from her parents er guardian, is 
eligible for ATDC (and the dependent child in her care is 
eligible) only if the State agency makes one ef three specific 
findingsi (1) the minor has no parent er guardian who is 
living and whose whereabouts are known; (2) the health and 
aafety ef the minor er the dependent child would be aeriously 
jeopardised if they lived with the parent er guardian; er (3) 
the minor has lived apart from the parent er guardian for at 
least a year prior to the birth ef the child er a year prior to 
claiming aid, whichever is later. 2f the minor caretaker is 
living with her parent er guardian, er if the State agency 
finds that one ef these conditions exists, the (otherwise 
eligible) minor will be furnished aid, and the State agency Bay 
Bake protective payments under aection 406(b)(2) ef the Act 
•ntil the minor attains the XTDC age limit. This amendment 
becomes effective October 1, 1963* 
prepayment of XFDC from Hetroactive 
Payment ef Periodic Benefits 
Seetion 107 ef tht draft bill would further amend the AFDC 
Ian requirements to add a. provision en repayment ef XTDC from 
ump-sum retroactive payments ef ether public benefits, similar I 
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to section 1127 ef the Soeial Security Act pertaining to 
adjustments between OXSDZ and SSI. Under the new aection 
402(a)(39)« the State agency would require repayment ef AFDC 
(paid within such prior period as the Secretary Bay specify) 
from an Individual Who receives a retroactive payment ef perl* 
edie benefits under a public program (other than SSI) if* had 
those other benefits been paid at the times regularly due, the 
AJTC would have been reduced as a result. The amount Which must 
be repaid (Which is to be treated like an AFDC overpayment for 
purposes ef all ether plan requirements) is equal to the amount 
by Which the XFDC would have been reduced had the ether bene-
fits been paid when regularly due. Provision is also Bade for 
not counting to such of the retroactive payment as "caused" the 
•xcess payment under paragraph (7) (requirement for counting 
all income)* (17) (treatment ef lump-sum payments)* (18) (1501 
ef standard as an overall limit en eligibility)* (31) ("step-
parents'" disregards)* or section 415(b) (income ef an alien's 
sponsor). Also, the State plan must 'specify the procedures 
that will be followed to notify recipients ef this requirement 
and their obligations. This amendment would apply to AFDC and 
ether benefits paid for months after September 1983. 
Treatment ef Amounts Withheld from 
Other Public Benefits as a Penalty 
Section 108 ef the draft bill would amend section 
402(a)(7) ef the Social Security Act* the statutory provision 
requiring the consideration of all income and resources (except 
to the extent the law otherwise provides). As amended* a new 
subparagraph (D) would require States to count as income 
amounts being withheld from public benefit payments because ef 
the imposition ef a penalty er ether such sanction if sueh 
amounts would have otherwise been counted as Income. Generally* 
enly amounts actually available to the family are counted as 
income. Thus* the imposition of a penalty under another 
program would result in an equivalent Increase in the AFDC 
benefit. This amendment would correct that perverse result. 
The amendment would become effective October 1* 1983. 
Absence from Borne Solely by 
Heason ef Employment 
Section 109 ef the draft bill would amend the scope ef 
•absence", as used in the definition ef "dependent child" under 
Section 406(a) ef the Social Security Act. Section 153 ef the 
Tax Equity and Fiscal Responsibility Act ef 1982 recently 
•mended that term so that absenee ef a parent* solely by reason 
Of active duty in one ef the uniformed services ef the United 
States* will not qualify as absenee ef a parent in order that a 
child may be considered deprived ef parental support or care 
• 
for purposes ef AFDC. The amendment wide here would recognise 
that active duty in a uniformed service Is only one type ef 
•mployment* and would therefore broaden the exclusion from 
•AFDC absence* to cover any absence for the aole reason ef 
•eekino er retaining employment. This amendment would become 
effective October 1* 1983* 
Limitation en Individuals Who may be 
Considered Essential Persons 
Section 110 ef the draft bill would amend aeetion 402 ef 
the Social Security Act to add a new subsection (f), providing 
conditions that must be set before the State siay permit an 
individual to be treated as an essential person. The conse-
quences ef including a person within the State's definition ef 
•ssential person are that, While he is not eligible to be an 
KTDC recipient* his needs arc included together with those ef 
the family members who are recipients* and his ineoae and 
resources are also aggregated with the family's. Us amended, a 
State could enly permit the inclusion on this basis ef an 
Individual living in the home with the XTDC child and relative 
who is providing services to the relative er child Which are 
made necessary because ef the caretaker relative's physical er 
mental inability to care for himself er the dependent child er 
who IB providing services (such as child care or care ef an 
incapacitated family member) necessary to allow the caretaXer 
relative to work en a full-time basis. This amendment would 
become affective October 1, 1983. 
Sffeet ef Participation in a Strike 
en Eligibility for AFDC 
Section 111 ef the draft bill would amend aeetion 
402(a)(21) ef the Social Security Act* the plan requirement 
dealing with the •ligibility ef strikers. Current lav, as 
added by the 1981 Reconciliation Act* precludes payment to a 
family receiving AFDC if the parent-caretaker relative is en 
strike en the last day of the month for which payment is being 
siade. (The seeds ef any ether person en atrike at that time 
must be excluded When determining payment.) This section would 
change that benchmark day to the last day ef the month covered 
by the recipient's report* either the month preceding the pay-
ment month er* in a State with two-month retrospective report-
ing* the second preceding month* in erder to facilitate the 
administration and improve the accuracy ef •ligibility and pay-
ment determinations. The prevision would also be amended to 
apply to the •employable* parent er ether person — the term 
•employable" being defined in a new section 406(d)* previously 
added. Xn the esse ef an applicant the application must be 
denied if the employable parent is en strike en the day he 
files the appllestion and the needs ef any ether employable 
person Who is en atrike at that time must be excluded. These 
amendments would become effective October 1* 1983. 
t 
Access to AFDC Information 
Section 112 of the draft bill vould amend section 
402(a)(9) ef the Social Security Act to broaden the permissible 
uses ef AFDC information. Currently, information is available 
cnly for purposes directly connected vith the administration ef 
federal er federally-aided assistance programs. In addition to 
•one purely editorial improvements, the amendment voul<S allow 
disclosure to law enforcement officials of AFDC Information to 
be used in connection with any criminal proceeding. This 
amendment vould be effective upon enactment. 
Eligibility ef Alien for AFDC When 
Sponsor is an Agency er Organisation 
Seetlon 113 ef the draft bill vould amend section 41S ef 
the Social Security Act, the section -requiring attribution of a 
sponsor's income and resources to an alien seeking AFDC. The 
amendment, which vould appear as a new subsection (f), ad-
dresses the issue of application ef the general attribution 
principle to the case where the alien's sponsor is an agency er 
organization. Instead ef applying the other rules ef section 
415, the State AFDC agency vould be required to find such an 
alien ineligible during the 3 years following his entry into 
the United States, unless it determines either that the spon-
soring agency has gone eut ef existence er that the sponsor is 
unable to meet the alien's needs. The criteria for making 
either ef these determinations, and the documentation that the 
State agency vould require (including documentation to be 
furnished by the alien himself) are to be prescribed by the 
State, and set eut in its approved AFDC plan. The amendments 
made by this section vould apply to applications for benefits 
filed after September 30, 1983. 
CWTP Work for federal Agencies Permitted 
Section 214 ef the draft bill vould amend section 409(a) 
ef the Social Security Act, the Community Work Experience Pro-
gram (CWEP). The amendment vould provide an explicit statement 
ef Congressional Intent that CWEP participants might perform 
vork, in the public Interest, for Federal agencies, vith the 
agencies* consent. Eovever, these CWXP participants could not 
be considered to be federal employees for any purpose and the 
State ageney vould be required to provide workers' compensation 
And tort claims protection. The amendment vould be effective 
upon enactment* 
Sanction for Refusal to Repay 
Overpayment ef AFDC 
Seetien 21S ef the draft bill vould amend aeetien 
402(a)(22) ef the Social Security Act to direct the treatment 
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by the State agency of the caretaker relative in a family that 
continues to receive AFDC if the relative refuses to repay a 
previously made overpayment* The amendment vould only apply 
vhere the family had Income and liquid resources above to 
percent ef the State's maximum payment standard for a family 
with no other income. Xn such a case* if the relative refused 
to use the excess ever 90 percent to make repayment* the State 
agency vould have to exclude the relative's needs* This amend* 
sjsnt vould become affective October 1* 1983* 
Cross Amount ef Earned Income 
Section 116 ef the draft bill vould amend aeetlon 
402(a)(8) ef the Social Security Act, the paragraph prescribing 
the earned income disregards under the AFDC program. Xt makes 
explicit in the statute this long-standing understanding ef 
this Department that the term "earned inCome* is meant by 
Congress to refer to the gross amount'earned by an individual 
before deductions, are taXen for Income taxes« insurance* FXCA* 
support payments* er any ether reason* regardless ef Whether 
the deduction is voluntary er involuntary* The ineome 
exclusions that the lew requires the State agency to apply 
(i.e. $75, child care expenses up to $160* and $30 plus 
one-third of the remainder) take into consideration* in the 
manner and the extent intended by Congress* amounts that 
must be applied from the individual's earnings to meet ether 
obligations. 
This amendment vould become effective upon enactment. 
Title XX • Amendments to the 
Supplemental Security Income Program 
Eligibility ef Allen for SSI When Sponsor 
is an Agency er Organisation 
Section 201 ef the draft bill vould amend section 1621 ef 
the Soelal Security Act* the section requiring attribution of a 
sponsor's income and resources to an alien seeking SSI. This 
aeetlon corresponds to the companion amendment to the AFDC pro-
gram made by section 113 ef this draft bill. These amendments* 
as under the AFDC title ef the bill* vould apply to appli-
cations for benefits filed after September 30* 1983. 
Adjustments en Aeeount ef Hetroective 
Benefits under Title XX 
Section 202 ef the draft bill vould revise aeetlon 1127 ef 
the Social Security Aet in order to broaden its scope. Under 
current lav* the Social Security Adminlstrstion (SSA) is 
required to reduce Old-Age* Survivors' and Disability Insurance 
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(OXSDI) benefits paid retroactively, following adjudication of 
Initial eligibility, by the amount of supplemental security 
income (SSI) benefits that vould not have been paid bad the 
OXSDI been received in the laonths When regularly payable. 
Since SSI benefits are Generally computed based on Income 
actually received in a »onth (rather than amounts subsequently 
received on a retroactive basis), the current provision 
•litigates What would otherwise be windfall benefits under title 
IX* However, current law is not cast broadly enough to allow 
correction of certain related cases. The revised section is 
designed to cover the following additional situations. 
In the case where retroactive OXSDI benefits are paid 
before the SSI benefits for the same period, the retroactive 
SSI amount otherwise payable would be reduced by the amount of 
SSI that would not be paid had OXSDI for sjonths in the relevant 
period been paid when regularly due. 
Second, the section would apply equally to retroactive 
OXSDI benefits which result from an Initial determination of 
eligibility tinder title XI or a resumption of payment following 
a period of suspension of those benefits. 
Finally, because SSI is, in general, determined en a two-
»onth retrospective basis, the last two months of the retro-
active OXSDI payment would not have affected the amount of SSI 
benefits payable in the retroactive period had they been paid 
when regularly due. Rather, they would have affected the SSI 
benefits payable for the two months immediately following the 
retroactive period. Therefore, under current law, they are cot 
subject to offset. As a result, a windfall can still occur. 
The revised section is intended to eliminate that potential 
windfall by requiring offset of the retroactive OXSDI payment 
regardless of which months' SSI benefits it would have affeeted 
bad it been paid When regularly due. 
The amendment »ade by this section would apply to retro-
active benefits (either OXSDI or SSI) payable after September 3 
1983. 
Addendum 23 
26-23-2. Administrative review of actions of department 
or director — Hearings — Procedure — Judicial 
review (Effective until January 1, 1988). 
(1) Upon written raqueet any person aggrieved by any action or inaction of 
the department or lU tiecutive director aha 11 be riven an informal hearing 
before the department. Minutes or a summary of the informal hearing shall be 
taken and filed in the department records. If the mstter cannot be resolved at 
the informal hearing, the aggrieved person may then request a hearing before 
an impartial hearing officer appointed by the department, who ahall have 
power and authority to conduct a hearing in the name of the department at 
any time and place, in accordance with rules and procedures for administra-
tive hearings adopted by the department. Minutes or a summary of the pro* 
ceeding of such hearing shall be taken and filed with the department records, 
together with recommended findings of fact and conclusions of law made by 
the hearing officer, from which the axecutive director ahall make a final 
determination. In any such hearing, the hearing officer ahall have authority 
to administer oaths, examine witnesses, and issue in the name of the depart-
ment notice of the bearings or subpoenas requiring the testimony of witn eases 
and the production of evidence relevant to any matter in the hearing. Hear-
ings shsll be conducted in a manner which guarantees the parties* due process 
rights. This includes, but %B not limited to, the right to examine any evidence 
presented to the department or hearing officer, the right to cross-examine any 
witness, and a prohibition of ex parte communication between any party and a 
member of the committee or the bearing officer. Final rules incorporating 
these procedures ahall be adopted by the committee on or before October 1, 
19S8. 
(2) Judicial review of a final determination of the executive director may be 
aecured by the aggrieved party by filing a petition in the district court within 
30 dsys after receipt of notice of the executive director's final determination. 
The petition, which shall be served upon the executive director, ahall state the 
grounds upon which review is sought. With his answer, the axecutive director 
ahall certify and file with the court all documents and papers and a transcript 
of all testimony taken in the matter, together with the recommended findings 
of (act and conclusions of law of the hearing officer, and the final determina-
tion of the axecutive director. 
(S) If the final determination of the axecutive director is consistent with the 
findings of feet and conclusions of law recommended by the hearing officer, 
the court ahall review the record and may alter the final determination only 
upon a finding that the final determination is capricious, or not supported by 
the evidence. 
(4) If the final determination of the axecutive director is not consistent with 
the findings offset and conclusions of law recommended by the hearing offi-
cer, the executive director ahall prepare and file with the court at the time of 
filing the answer to the petition, findings of (act and conclusions of law to 
support the final determination of the executive director. The petitioner ahall 
have 15 days after receipt of the axecutive director's findings of Csct and 
conclusions of law to amend the petition for review. The court may affirm or 
amend the final determination of the axecutive director, or require further or 
additional testimony aacaaaary to be taken, and issue an ordar baaed sa its 
awn findings af fact and conclusions af law. 
Admlnlatrative review of actiona of department or 
director [Effective January 1, 1988]. 
Any person aggrieved by any action or inaction af the department §r Ha 
axecutive director may request agency action and appropriate atjjudicative 
proceedings. Hearings shall be conducted in a manner which guarantiee the 
parties' due process rights. This includee, but is not limited to, the right to 
aaamine any avidence presented to the department or hearing officer, the 
Sight to cross eismine any witaeas, and a prohibition of ax parte communica-
tion between any party and a member of the committee or the bearing officer. 
Final rules incorporating these procedures ahall be adopted by the «*"»-^"^t 
aa ar before Octobar 1,1M8. 
